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PREFACE TO THE TWENTY-THIRD EDITION. 


INCE the publication of the Twenty-Second Edition of 

this book, judicial decisions affecting the work of Secretaries 
have been given in a number of cases, and their effect has 
been incorporated in the present Edition. 

Particular attention is drawn to the decision in re Hector 
Whaling Company, which gives judicial support to the conten- 
tion that the statutory notice required to be given of a General 
Meeting at which a Special Resolution is to be proposed is 
twenty-one days exclusive of the day of service of the notice 
and exclusive of the day on which the Meeting is to be held. 

The decision in the case of Hearts of Oak Assurance Company 
v. Flowers also merits attention. In that case the Court refused 
to admit in evidence a loose-leaf minute book in which the 
leaves were held between the covers by two hand-screws only, 
Mr. Justice Bennett observing that the book was in such a 
physical condition that anybody so disposed could easily tamper 
with it. The use, however, of loose-leaf books by Companies 
is widespread, and the case last mentioned is not regarded as 
necessarily affecting Companies which take adequate precau- 
tions to prevent their books from being handled by unauthorised 
persons or in an improper manner. 

The untimely death of Sir Gilbert Garnsey, K.B.E., F.C.A., 
has deprived this book of a distinguished Co-Editor. 

Sir Nicholas Waterhouse, K.B.E., F.C.A., a partner of the 
late Sir Gilbert Garnsey, has taken over that portion of the 
work which deals with accountancy, and it is, therefore, in most 
competent hands. 


1 Harcourt Burmp1nes, T. E. HAYDON, 
Tremp.e, E.C.4. 
May 1936. 
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PREFACE TO THE FIRST EDITION. 


4 hase. work has been undertaken to meet an often expressed 

want of a Legal and Practical Guide for Secretaries and 
Members of the Secretarial Staff of Companies. The object of 
the Authors has been to furnish information on practical matters 
connected with the keeping of a Company’s books and kindred 
subjects of a purely business nature, together with as much 
Company Law as a Secretary requires to know in order to 
perform his ordinary duties with efficiency. 


There are, as is well known, numerous popular manuals in 
existence, but they are designed for the use of directors, 
solicitors, shareholders, promoters, and the public generally, and 
consequently deal with many things entirely outside the 
Secretary’s province, whilst the treatment of those matters 
which relate to Secretaries, their duties and responsibilities, is 
necessarily curtailed. 


The Authors have endeavoured to select from the vast and 
bewildering mass of Company Law that part which a Secretary 
must be acquainted with if he wishes to fill his office properly. 
By so doing it is hoped not only to present a readable and easily 
accessible statement of the law, but also to enable a Secretary to 
appreciate when he may act on his own responsibility and when 
he ought to invoke the assistance of the solicitor. 


The Forms given are those of most usual occurrence, which 
have stood the test of experience, and which seemed best suited 
to serve as precedents. 


The subject of Bookkeeping has been somewhat fully treated, 
because it is believed that gentlemen are sometimes appointed 
Secretaries of Companies who (although perhaps having pre- 


vill 
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viously gone through a regular commercial training) are to a 
great extent unacquainted with the technicalities of Public 
Companies” Accounts, and they would naturally look for full 
information on the subject. Care has been taken to avoid any- 
thing of a cumbrous nature, and the specimens of Books which 
are given are taken from those in actual use, and which have 
been found to combine all the requirements in a simple and 
concise manner. Some of the Forms given are copyright. They 
may all be obtained of the Publishers of this work. 


The Authors submit the result of their labours to the 
indulgent criticism of those who constitute what may fitly be 
called the Secretarial Profession. 


JAMES FITZPATRICK, 
147 LeapenHALL Street, E.C. 


V. ve S. FOWKE, 
26 OLD Square, W.C. 


October, 1891. 
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THE STATUTES RELATING TO JOINT 
STOCK COMPANIES. 


Tue Law regulating Joint Stock Companies in Great Britain 
is now contained in The Companies Act, 1929, under which 
the law by which companies were governed prior to the coming 
into force of that Act has been considerably changed. The 
following is a list of former Companies Acts :— 


The Companies Act, 1862 (25 & 26 Vict., Ch. 89). 

The Companies’ Seals Act, 1864 (27 & 28 Vict., Ch. 19). 

The Companies Act, 1867 (30 & 31 Vict., Ch. 181). 

The Joint Stock Companies Arrangement Act, 1870 (33 & 
34 Vict., Ch. 104). 

The Companies Act, 1877 (40 & 41 Vict., Ch. 26). 

The Companies Act, 1879 (42 & 43 Vict., Ch. 76). 

The Companies Act, 1880 (48 Vict., Ch. 19). 

The Companies (Colonial Registers) Act, 1883 (46 & 47 
Vict., Ch. 30). 

The Companies Act, 1886 (49 & 50 Vict., Ch. 23). 

The Companies (Memorandum of Association} Act, 1890 
(538 & 54 Vict., Ch. 62). 

The Companies (Winding-up) Act, 1890 (53 & 54 Vict., 
Ch. 63). 

The Directors’ Liability Act, 1890 (58 & 54 Viet. Ch. 64). 

The Companies (Winding-up) Act, 1893 (66 & 57 Vicet., 
(Ch. 58). 

The Preferential Payments in Bankruptcy sAmendment 
Act, 1897 (60 & 61 Vict., Ch. 19). 

The Companies Act, 1898 (61 & 62 Vict., Ch. 26). 

The Companies Act, 1900 (63 & 64 Vict., Ch. 48). 

The Companies Act, 1907 (7 Edw. VII, Ch. 50). 

The Companies Act, 1908 (8 Edw. V1, Ch. 12). 


s.M.—l 


STATUTES RELATING TO JOINT STOCK COMPANIES. 


The Companies (Consolidation) Act, 1908 (8 Edw. VII, 
Ch. 69), consolidating (except for provisions repealed) 
the preceding Acts. 

The Companies Act, 1913 (3 & 4 Geo. V, Ch. 25). 

The Companies (ease nines as to Directors) Act, 1917 
(7 & 8 Geo. V, Ch. 28). 

The Companies Act, 1928 (18 & 19 Geo. V, Ch. 45), of 
which two sections only became operative prior to 
incorporation in the Act of 1929. 
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INCORPORATION OF COMPANIES. 


CoMPANIES may be incorporated by Royal Charter, by Special 
Act of Parliament, or under the Acts from time to time 
governing companies, that to which companies are now subject 
being The Companies Act, 1929. Wherever in this book ‘‘ the 
Companies Act ’’ or ‘‘ the Act’’ is referred to, reference to 
that Act is intended. 

Most of the companies in this country have been incor- 
porated, under the Companies Acts from time to time in force, 
with limited liability—that is to say, with the liability of their 
members limited by the amount unpaid upon their shares. 
Companies formed under Special Acts of Parliament, such as 
railway companies, are comparatively few in number, and are 
governed by The Companies Clauses Consolidation Act, 1845. 
Companies incorporated by Royal Charter are still fewer. This 
work deals almost exclusively with companies limited by shares 
formed under the present Act or earlier Companies Acts, and 
wherever the expression ‘‘ company ’’ alone is used a company 
limited by shares and formed under those Statutes is referred to. 

Companies formed under the Act are of three kinds— 
(1) Companies Limited by Shares; (2) Companies Limited by 
Guarantee—1.e. those in which the liability of the members is 
limited to the amount which each has undertaken, by the Memo- 
randum of Association, to contribute to the assets of the company 
in the event of a winding up; and (3) Unlimited Companies. 

A Bank of Issue registered as a limited company is not 
entitled to limited liability in respect of its notes (Section 360). 
A banking partnership or company registering with limited 
liability must, thirty days at least before obtaining a Certi- 
ficate of Incorporation, give notice to its customers of its 
intention to become registered under the Act (Section 359). 

Companies are either ‘‘ Public ’’ or ‘‘ Private ’’ companies. 
A ‘‘ Private ’’’ company is one coming within the definition con- 
tained in Section 26 of the Act; all other companies are 
‘‘ Public’? companies. ‘‘ Public’’ companies may be con- 
veniently divided into—(1) Those which issue a prospectus on 
or with reference to their formation, and (2) Those which lodge 
with the Registrar a statement in lieu of prospectus. 
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The word ‘‘ Syndicate ’’ has no precise legal signification, 
but is generally applied to companies formed for some tem- 
porary purpose. 

By licence of the Board of Trade associations may be formed 
for promoting Commerce, Art, Science, Religion, Charity, or 
other useful objects which do not involve the acquisition of 
gain, and such associations have limited liability, but without 
the necessity of using the word ‘‘ Limited.”’ 

Companies formed to work mines in Devonshire and Corn- 
wall under the Stannaries Acts are now under the jurisdiction 
of the County Courts of Cornwall, but the High Court has con- 
current jurisdiction in winding up (Section 163, Sub-section 4). 

By law no partnership consisting of more than ten persons 
can be formed to carry on the business of banking, and no 
partnership of above twenty persons to carry on any other 
business having the acquisition of gain as its object, unless it is 
registered as a company under the Act, or is formed in 
pursuance of some other Act of Parliament or of Letters 
Patent, or is a company engaged in working mines within the 
Stannaries and subject to the jurisdiction of the Court exer- 
cising the Stannaries jurisdiction. 

The effect of registration is that the company becomes a 
corporate body, having an independent legal existence quite 
distinct from the whole body of shareholders who compose it. 
This artificial personage, so to speak, exists only for carrying 
out the objects specified in the Memorandum of Association. 

Registration is effected by lodging with the Registrar of 
Companies in London or Edinburgh (according to whether the 
registered office is to be situate in England or Scotland) a 
properly executed Memorandum of Association, accompanied by 
a Statement of the Nominal Capital of the company, and a 
statutory declaration that the requirements of the Companies 
Act have been complied with. 


No. of Company_.___-____ Form No. 25. 

“THE STAMP ACT, 1891, ann THE FINANCE ACT, 1933” 

THEGNOMIIAL RL UAEITAL SGC 802 1s) Wee ee oe » Limited 

iT ease, Searle Ea CE Pounds, divided into meses a enn en Shares 
5, eee wee . a) Oe 

Mana ture ee sie ee SE 

Description of tugged = hit. 

Dated the._________ Ghyuets 5 aed ee , 193 A 


* This Statement should be signed by an officer of the company. 
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The statutory declaration must be made either by a solicitor 
engaged in the formation of the company or by a person named 
in the Articles as a director or secretary (Section 15, Sub- 
section 2). The following is the prescribed form :— 


Noivof Contipany. 255-22 3 Form No. 41, 


CoE VO NERAN TES -A.G/05t 19:29,” 


A 5s. 
Oompanies 


DECLARATION OF COMPLIANCE Registra- 
tion Fee 
Stamp to be 


WITH THE impressed 
here, 


REQUIREMENTS OF THE COMPANIES ACT, 1929, 


Made pursuant to Section 15, Sub-section 2, of The Companies Act, 1929, 
on behalf of a Company proposed to be Registered as 


do solemnly and sincerely declare that I am [a Solicitor of the Supreme 
Court (or in Scotland an Enrolled Law Agent) engaged in the formation, or 
a person named in the Articles of Association as a Director (or Secretary) ] 
Olen eee sk , Limited, and that all the requirements of The Companies 
Act, 1929, in respect of matters precedent to the registration of the said 
Company and incidental thereto have been complied with. And I make 
this solemn declaration conscientiously believing the same to be true and 
by virtue of the provisions of The Statutory Declarations Act, 1835. 


IDeelaredis Aree ee ore 


thes Set day, often ; 

One thousand nine hundred 

gai PO te, A ee ee he 
before me, 


A Commissioner for Oaths.* 


* Or Notary Public or Justice of the Peace. 
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When the company is to be governed by its own special 
Articles of Association (which is almost invariably the case 
with companies of any magnitude) the Articles must be duly 
executed and accompany the Memorandum. 

The documents which have been described are required to 
be lodged with the Registrar on incorporation of every com- 
pany, whether public or private. In the case of public com- 
panies further documents are required. The consent of the 
persons who have agreed to become directors of such a company, 
made out in the form following and signed by each of such per- 
sons, or by his Agent authorised in writing, must be delivered to 
the Registrar :— 


No. of Company____________ Form No. 42. 
ORT ECO MP ANI SA Og ae 
CONSENT TO ACT AS DIRECTOR coat 
o an 
aes 6 tn) Set eee ere ee a eee impressed 
LIMITED. 


(To be signed and delivered to the Registrar of Companies pursuant 
to Section 140, Sub-section 1 (a), of The Companies Act, 1929.) 


Presentediby << ste 29 = 


To the Registrar of Companies. 

I, or We, the undersigned, hereby testify my [or our] consent to act 
ase rector [or Directors] | Of. ss se) eee nea , Limited, pursuant 
to Section 140, Sub-section 1 (a), of The Companies Act, 1929. 


° 
SIGNATURE. ADDRESS. DESORIPTION. 


Dated ithiss.. 9) 2) day of-3 2 aes » 193 


There must also be lodged with the Registrar a List of the 
Persons who have so consented to act as director as follows —_ 


* If a Director signs by ‘‘his Agent maihoried Ww nas A 
riting,’’ the Authorit it 
Power of Attorney) must be produced to the Registrar. 6 uthority (stamped with 10s. as a 
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No. of Company... Form No. 43. 


“THE COMPANIES ACT, 1929” 


A 5s. 
LIST OF THE PERSONS Convenes 
tion Fee 

WHO HAVE Stamp 

must be 
CONSENTED TO BE DIRECTORS pegs 
ere. 

OF 
LIMITED 


(To be delivered to the Registrar of Companies pursuant to Section 140, 
Sub-section 3, of The Companies Act, 1929.) 


Presented by 


List of the persons who have consented to be Directors of____________ 
Limited, delivered to the Registrar of Companies pursuant to Section 140, 
Sub-section’ (3, of The Companies Act, 19295 by 2 
sagt a 2 Ae a IE ess AS , the applicant(s) for registration of the Memo- 
randum and Articles of the Company. 


SURNAME, CHRISTIAN NAME(S). ADDRESS AND DESORIPTION. 


Daredethises se. 2 dayiroisoue Sent , 193 


If this list contains the name of any person who has not so 
consented, the applicant will be liable to a fine not exceeding 
fifty pounds. (See also ‘‘ Tar SrcrETARY AND OTHER OFFICERS 
OF THE ComPANny,’’ page 42, post.) 

Further, there must be lodged with the Registrar in respect 
of any persons named as directors in the Articles or in any 
prospectus or statement in lieu of prospectus, unless such 
persons have signed the Memorandum for shares to the amount 
of their share qualification, an Undertaking in writing to take 
and pay for such shares as shown next page. 
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No. of Company____-------- Form No. 42a. 
“THE COMPANIES ACT, 1929” ot tes 
"Tee Samp 
UNDERTAKING BY DIRECTORS Beeed hale. 
TO TAKE AND PAY FOR QUALIFICATION SHARES 
IN 
fe Te Ee ee 


To be delivered to the Registrar of Companies pursuant to Section 140, 
Sub-section 1 (b) (iii), of The Companies Act, 1929. 
Presented by 


We, the undersigned, having consented to act as Directors of 
REIS Se oe ee ee , Limited, do hereby severally undertake to take 
from the said Company and to pay for ________ Shares jotgese == each, 
being the prescribed number of Qualification Shares for the office of 
Director of the Company. 


Names. Addresses. 


There must also be lodged with the Registrar a Declaration 
that the provisions of Section 94 of the Act have been complied 
with on either Form No. 44 or Form No. 44a, according as the 
company has issued a prospectus or delivered to the Registrar 
a statement in lieu of prospectus (see page 91 et seq., post). 

Articles must be printed (Section 9). The Act does not make 
it imperative to print the Memorandum of Association, but it 
is advisable, however, to do so, as the company is bound to 
send a copy of the Memorandum and (where Articles are 
registered) of the Articles to every member requisitioning a copy 
on payment of a sum not exceeding one shilling. When any 
alteration is made in the Memorandum every copy issued after 
the alteration must be in accordance therewith. 
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The Articles of an unlimited company, or of a company 
limited by guarantee not having a share capital, must state the 
number of members with which the company proposes to be 
registered, to enable the Registrar to determine the fees payable 
on registration; and when the number is increased beyond the 
registered number notice of the increase must be given within 
fifteen days after the increase was resolved upon (Section 7) 
and the appropriate fees paid as prescribed by the Tenth 
Schedule, Part II, of the Act. 

Notice of the Situation of the Registered Office (page 29, 
post) must be lodged with the Registrar within twenty-eight days 
after incorporation of the company (Section 92, Sub-section 2). 

The Memorandum and Articles must in the case of a public 
company (see page 14, post) be subscribed by at least seven 
persons * associated for a lawful purpose, and their signatures 
attested by a witness or witnesses. The Articles must be divided 
into paragraphs numbered consecutively, and bear the same 
stamp as if they were contained in a deed (Section 9). If 
everything is in order and the stamp duty and fees paid,” the 
Registrar will issue a Certificate of Incorporation, stating in 
the case of a limited company that the company is limited 
(Section 13). The Certificate of Incorporation is frequently 
framed and hung up in the office of the company. 

Within fourteen days from the appointment of the first 
directors there must be lodged with the Registrar a Return 
in the prescribed form showing the particulars of the company’s 
directors,*? required by the Act to be contained in the Register 
of Directors, which are set out on pages 112 and 113. 

The Certificate given by the Registrar is conclusive evidence 
that all the requirements of the Act in respect of registration 
and of matters precedent and incidental thereto have been 
complied with, and that the company is authorised to be 
registered and is duly registered under the Act (Section 15, 
Sub-section 1). If, however, the original Certificate be lost, or 
if a copy be required for any other reason, another Certificate 
may be obtained from the Registrar, which is receivable in 
evidence as if it were the original Certificate (Section 314, Sub- 


1 Two persons in the case of a private company (see page 12, post). 
2 A company cannot be compelled to repay these sums to the promoters (in re National Motor 


Mail Coach Co., [1908] 2 Ch. 515). 
2 As to the meaning of the word “ director ’’ as extended by the Act see page 271, post. 


S.u.—I1* 
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section 3). The incorporation of a company takes effect from 
the date mentioned in the Certificate (Section 13, Sub-section 2) 
as from the first moment of that day *; but a heavy penalty is 
incurred by those responsible if a company should commence 
business or exercise borrowing powers before it is entitled to 
do so (Section 94, Sub-section 6). 

A private company is entitled to commence business as soon 
as it is incorporated (see page 12), but a public company may 
not commence business until the requirements of Section 94 
are complied with (see ‘‘ CoMMENCEMENT oF BusINEss,’’ page 
91, post, and page 287, post). 


1 Jubilee Cotton Mills y, Lewis, [1924] A.0, 958 
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PRIVATE AND PUBLIC COMPANIES. 


PRIVATE COMPANIES. 


A Private Company is a company which by its Articles— 

(a) Restricts the right to transfer its shares; 

(6) Limits the number of its members to fifty, not in- 
eluding persons who are in the employment of the 
company and persons who, having been formerly in 
the employment of the company, were while in that 
employment and have continued after the determina- 
tion of that employment to be members of the 
company; and 

(c) Prohibits any invitation to the public to subseribe for 
any shares or debentures of the company (Section 26). 
Every other company is a ‘‘ public’’ company. [In 
ealeulating the number of members, joint holders of 
a share or shares are to be counted as a single 
member (Section 26, Sub-section 2).] 


Every other company is a public company. 

No specific form of restriction is prescribed by the Act, but 
a power conferred by the Articles upon the directors to decline 
to register a transfer of any shares of which they do not 
approve, and which extends to all shares of the company, 
without any exception, suffices. 

Where the Articles include the provisions required to con- 
stitute the company a private company set out above, but 
default is made in complying with any of those provisions, the 
company ceases to be entitled to the privileges and exemptions 
conferred on private companies under Section 110, Sub- 
section 3; Section 130, Sub-section 1; and Section 168, para- 
graph 4, and thereupon those provisions apply as if the com- 
pany were not a private company (Section 27, Sub-section 3). 
The company does not apparently cease to be a private 
company (unless it alters its Articles—see Section 27, 
Sub-section 1); but is to be treated for the purposes of the 
exemptions and privileges set, out on pages 12 and 13 as if it 
were not a private company. 
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An important distinetion between ‘“ private ’’ and ‘‘ public ”’ 
companies consists in the fact that a private company may be 
formed and continued with only two members, whereas a public 
company requires seven members. This minimum number, 
two or seven as the case may be, is essential for the following 
purposes :—(1) The formation of a company, as a step in which 
the requisite number must subscribe their names to the Memo- 
randum of Association (Section 1); (2) For the purpose of 
signing the Articles of Association when it is necessary that 
they should be signed by the subscribers to the Memorandum of 
Association (Sub-sections 6 and 9); (3) To avoid a ground for 
winding up, which exists whenever the members are reduced in 
number to less than the minimum (Section 168, Sub-section 4) ; 
and (4) To avoid the possibility of the remaining shareholder 
or shareholders becoming personally liable for the debts of the 
company (Section 28). In all these cases a minimum of two 
members is sufficient for a private company, but it must be 
borne in mind that joint holders of a share or shares only 
count as one member for this purpose (Section 26, Sub- 
section 2). 


A secretary is generally in the employment of the company 
(though occasionally not so*) and therefore as a rule need not 
be reckoned, if a shareholder, in the maximum of fifty members 
allowed a private company. On the other hand a director, 
even though managing director, as a rule, is not in the 
employment of the company.’ 


A private company enjoys exemption in some important 
respects from obligations to which a public company is subject: 
viz.—(1) It need not file the statement in lieu of prospectus 
which is obligatory when a public company does not issue a 
prospectus on or with reference to its formation (Section 40) ; 
(2) Appointment of directors by the Articles is not subject 
to lodging with the Registrar a Consent to Act or an Under- 
taking to Take Qualification Shares, where not signed for in 
Memorandum (Section 140); (3) It ean commence business, 


%, 1 See Cairnoy Back, [1906] 2 K. B. 746. This case turned upon the meaning of the words 
: clerk or servant” in The Preferential Payments in Bankruptey Act, 1888. ‘* Employment’ hi 
if anything, a wider signification. ; ; aa 
Aaa Abele Proprietary Syndicate, [1900] 2 Oh. 349: Normandy v. Ind, Coope & Co 
f . 84. In re Beeton & Co., [1912] 2 Oh. 279. it w ided that a di . 
; ; ; i : , as decided that a director, under 
very special Articles and circumstances, was in the employment of the company. In Lee. beheoe 
& Oo., [1932] 2 Oh. 46, a managing director was held not to be in the employment oi the corn pany 
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allot shares, and exercise borrowing powers (Section 94, Sub- 
section 2) as soon as it is incorporated (Section 13); (4) Sub- 
scription for shares to the amount of the ‘‘ minimum subscrip- 
tion ’’ is not a condition precedent to the allotment of shares 
(Section 39); (5) It is not required to include in the Annual 
Return the copy of the last audited balance sheet prescribed by 
Sub-section 3 of Section 110; (6) It has not to hold a Statutory 
Meeting or to forward or file the report required by Section 113; 
and (7) It is exempt from the obligations in respect of its 
balance sheet imposed by Section 130, which in the case of 
every company other than a private company, requires a copy 
of every balance sheet, including every document required by 
law to be annexed thereto, which is to be laid before a company 
in general meeting, together with the auditors’ report, to be 
sent to every person entitled to receive notice of general meetings, 
and requires a copy of the last balance sheet of the company, 
including every such document, to be furnished, without charge, 
on demand, by any member of the company or holder of 
debentures; but in the case of a private company only requires 
a copy of the balance sheet and auditors’ report to be furnished 
to a member on payment therefor, and to no other person 
(Section 130, Sub-section 2). Holders of debentures in a 
private company are therefore excluded altogether from the 
right referred to, but preference shareholders are in a stronger 
position and cannot be deprived of the rights conferred on 
‘* any member ’’ by Section 180—namely, to be furnished with 
a copy of the balance sheet and auditors’ report at a charge not 
exceeding sixpence for every hundred words. 

It is thought in this connection that the words ‘‘ preference 
shareholders ’’ and ‘‘ ordinary shareholders ’’ will not be con- 
strued as limited to the holders of shares called by the specific 
names of ‘‘ preference ’’ and “‘ ordinary.’’ In many companies 
the shares are divided into ‘‘ ordinary ’’ and ‘‘ deferred,’’ in 
which case the former are really preference shares. The Courts 
will certainly look at the substance of the matter rather than 
to the name by which the shares are described. 

A private company may convert itself into a public company 
by altering its Articles so that they no longer contain the 
provisions required of a private company by Section 26. 
Within fourteen days thereafter, there must be lodged with the 
Registrar a prospectus or a statement in lieu of prospectus in 
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the form appropriate to the case set out in the Third Schedule 
to the Act.’ 

A company limited by guarantee having a share capital or 
an unlimited company having a share capital is a private com- 
pany if its Articles comply with the requirements of Section 26. 


PUBLIC COMPANIES. 


As has already been pointed out on page 11 any company 
which does not come within the definition of a ‘‘ private com- 
pany ”’ is a ‘‘ public company.’’ Public companies are for the 
purpose of allotment, in effect, divided into two classes—(1) 
Those which issue a prospectus on or with reference to their 
formation and (2) Those which have not issued a prospectus, 
or, if they have done so, have not proceeded to allot any of the 
shares offered to the public for subscription. It is necessary to 
distinguish clearly between the two classes, inasmuch as those 
coming within the second are subject to speciai statutory obliga- 
tions. The first question to be determined, therefore, is whether 
any particular company has issued a ‘“‘ prospectus on or with 
reference to its formation,’’ as, if that be the case, it is subject 
to the requirements set out in pages 54 to 65, post. The words 
in inverted commas obviously limit the inquiry to documents 
issued at or about the inception of the company. Turning to 
the word ‘‘ prospectus,’’ its statutory definition must be borne 
in mind, which is as follows: ‘‘ Any prospectus, notice, cir- 
cular, advertisement, or other invitation, offering to the public 
for subscription or purchase any shares or debentures of a 
company ’’ (Section 380). There must, then, be an offer ‘‘ to the 
public.”” There is no definition, statutory or judicial, of this 
last phrase (though judicial dicta exist as to what is not an 
offer to the public’), and, in the nature of things, it seems 
impossible to define it with any precision. Each case must 
turn on its special facts. An offer limited to the shareholders 
of the company making the offer is apparently not an offer to 


1 Section 27, Sub-section1. See as to statement in lieu of 
and as to commencement of business pages 19 and 91 to 94 post 
Shorto v. Colwill, [1909] 101. L. T. 598: Sherwell > Co i i 

em . T. 598; ‘ mbined 
ire ie Incandescent Syndicate, 


Prospectus pages 16 to 18, post; 
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the public.* The circulation by directors, amongst their own 
friends, of a number of printed documents in the form of an 
ordinary prospectus, and headed ‘‘ Strictly Private and Con- 
fidential,’’ does not amount to an offer to the public.” Further, 
the invitation to subscribe for shares must be made by the 
company itself, e.g. where Company A sells its undertaking to 
Company B for partly paid shares in Company B, an offer to 
the public of such shares by the Liquidator of Company A will 
not be equivalent to the issue of a prospectus by Company B.? 
A reconstruction carried through in that way would therefore 
bring the new company under Class 2. The whole question 
has been much discussed in a recent case.* Two propositions 
were laid down by Lord Hailsham, L.C. First, it is not 
necessary to prove that the prospectus has been published to 
any defined number of persons. Secondly, it is enough to 
prove that the prospectus has been shown to any person as a 
member of the public and as an invitation to that person to 
take some of the shares referred to in the prospectus on the 
terms therein set out. 

Having established that a company belongs to the second 
elass of public companies, the provisions of the Act relating to 
that class require careful attention. By Section 40, Sub-section 1, 
the company may not allot any of its shares or debentures 
unless at least three days before the first allotment of either 
shares or debentures there has been lodged with the Registrar a 
statement in lieu of prospectus.® This statement must be 
signed by every person named therein as a director or proposed 
director, or by his agent authorised in writing, and must be in 
the form and contain the particulars set out in the Fifth 
Schedule to the Act. The form is set out on page 16, post. 


f 


1 Booth v. New Afrikander &c. Co., [1903] 1 Ch. at page 306; Burrows v. Matabele Gold Reefs, 
[1901] 2 Ch, at page 27. 

2 Sherwell v. Combined Incandescent Syndicate, [1907] W. N. 110; see also Sleigh v. Glasgow 
and Transvaal Options, [1904] Court of Sess., 6 F. 420. 

3 Booth v. New Afrikander &c. Co., [1903] 1 Ch. at page 315, 

4 Nash v. Lynde, [1929] A. OC. 158. 

5 As to the effect of an allotment contrary to this provision see page 69, post. 
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No. of Company=__-—-----_- Form No. 55. 


A 5s, Com- 
panies Reg- 
istration Fee 


‘©THE COMPANIES ACT, 1929 ”’ Stamp to be 
impresse' 
here. 


Form of Statement in Lieu of Prospectus to be delivered to Registrar 
by a Company which does not issue a Prospectus, or which does 
not go to allotment on a Prospectus issued. 


STATEMENT IN LIEU OF PROSPECTUS, 


delivered for registration by 
LIMITED, 


peer e as. ee en rr - 


pursuant to Section 40, Sub-section 1, of The Companies 
Act, 1929. 


The Nominal Share Capital of the Company | £ 
Divided into . : : 5 . : Shares of £ each. 


” ” 9 
) ” ” ” 


Amount (if any) of above Capital which Shares of £ each. 
consists of redeemable Preference Shares 


The date on or before which these Shares 
are, or are liable, to be redeemed . 


Names, Descriptions, and Addresses of 
Directors or proposed Directors 


If the Share Capita! of the Company is 
divided into different classes of Shares, 
the right of voting at meetings of the 
Company conferred by, and the rights 
in respect of Capital and Dividends 
attached to, the several classes of Shares 


respectively 
Number and Amount of Shares and Deben- | 1. Shares of £ fully 
tures agreed to be issued as fully or paid. 
partly paid up otherwise than in Cash | 2. Shares upon which 
The Consideration for the intended issue of £ per Share credited 
those Shares and Debentures . ; : as paid. 
3. Debenture £ 
4. Consideration. 


Names and Addresses of Vendors of Pro- 
perty purchased or acquired or proposed 
to be purchased or acquired by the 
Company . é 5 é 


Amount (in Cash, Shares, or Debentures) 
payable to each separate Vendor . 


. 
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Amount (if any) paid or payable (in Cash 
or Shares or Debentures) for any such 
Property, specifying amount (if et 
paid or payable for Goodwill ‘ 


Total Purchase Price £ 
Cash J ‘ Be, 
Shares £ 
Debentures pei 


Goodwill 


Amount (if any) paid or payable as Com- 
mission for subscribing or agreeing to 
subscribe or procuring or agreeing to 
procure subscriptions for any Shares or 
Debentures in the Company, or 


Rate of the Commission . ; : 5 


The number of Shares (if any) which 


persons have agreed for a commission to 
subscribe absolutely : : 


Estimated amount of preliminary expenses 


Amount paid or intended to be pass to any 
Promoter : 


Consideration for the payment : : 


Dates of, and Parties to, every material Con- 
tract (other than Contracts entered into 
in the ordinary course of the business in- 
tended to be carried on by the Company 
or entered into more than two years be- 
fore the delivery of this Statement) 


Amount paid, = 
+ payable, £ 


Rate per cent. 


£ 


Name of Promoter 
Amount £ : : 


Consideration 


Time and place at which the Contracts or 


copies thereof may be inspected 


Names and Addresses of the Auditors of 
the Company (if any) 


Full Particulars of the nature and extent of 
the interest of every Director in the Pro- 
motion of or in the Property proposed to 
be acquired by the Company, or, where 
the interest of such a Director consists in 
being a partner in a firm, the nature and 
extent of the interest of the firm, with a 
Statement of all sums paid or agreed to 
be paid to him or to the firm in Cash or 
Shares, or otherwise, by any person, either 
to induce him to become, or to qualify 
him as, a Director, or otherwise, for ser- 
vices rendered by him or by the firm in 
connection with the promotion or forma- 
tion of the Company x 
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See ee ee ee. wee ee 

If it is proposed to acquire any business, 
the amount, as certified by the persons by 
whom the accounts of the business have 
been audited, of the net profits of the 
business in respect of each of the three 
financial years immediately preceding the 
date of this statement, provided that in 
the case of a business which has been 
carried on for less than three years and 
the accounts of which have only been 
made up in respect of two years or one 
year, the above requirement shall have 
effect as if references to two years or one 
year, as the case may be, were substituted 
for references to three years, and in any 
such case the statement shall say how 
long the business to be acquired has been 
carried on : 5 


(Signatures of the persons above- 
named as Directors or proposed 
Directors, or of their agents 
authorised in writing.) 


Norr.—In this Schedule the expression “ Vendor ” includes a Vendor 
as defined in Part III of the Fourth Schedule to this Act, and the ex- 
pression “ financial year ” has the meaning assigned to it in that Part of the 


said Schedule. 

It will be noticed that the information to be given corresponds 
closely to that which must be contained in a prospectus,’ the 
principal difference being that a statement as to the minimum 
subscription is not required, because the provisions of the Act 
as to minimum subscription only apply to an offer of shares to 
the public. 

The conditions which must be fulfilled before a director may 
be appointed by the Articles of Association, or named as a 
director or proposed director in a Statement in Lieu of Pros- 
pectus, and the list to be delivered to the Registrar on application 
for registration of the Memorandum and Articles, are the same 
as in the case of a company which issues a prospectus on or with 
reference to its formation,” a statement in lieu of prospectus and 
the lodgment thereof being substituted for the prospectus and 
the publication thereof (Section 140, Sub-section 1). No person. 
therefore, may be named as a director or proposed director in a 
statement in lieu of prospectus unless these conditions have been 
complied with before the lodgment thereof. 


' See pages 54 to 61, post. 


2 See page 9, ante, 
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The provisions of the Companies Act as to the time at which 
a company is entitled to commence business are dealt with later.’ 
Where, however, a public company does not issue a prospectus 
inviting public subscription for its shares, the lodging of a 
statement in leu of prospectus is a necessary preliminary to 
the commencement of business, and the Registrar will not certify 
that such a company is entitled to commence business until this 
additional condition has been complied with (Section 94, Sub- 
section 3). The other conditions are the same as in the ease of 
public companies which do issue a prospectus inviting public 
subscription, with one alteration—viz. the proportion in cash 
which the directors must pay in respect of their shares must be 
equal to that which is payable on application and allotment on 
‘“shares payable in cash ’’ (Section 94, Sub-section 2 (b)). 
This expression is necessarily substituted for ‘‘ shares offered 
for public subscription,’’ since no such offer can be made without 
the issue of a prospectus. 

Section 36 of the Act provides that the terms of a contract 
referred to in the prospectus or the statement in lieu of pros- 
pectus cannot be varied before the statutory meeting, except 
subject to the approval of that meeting. 

Having lodged a statement in lieu of prospectus and the 
appropriate declaration, a company which does not offer shares 
to the public may proceed to allot shares and commence business 
and exercise its borrowing powers (Section 94, Sub-section 3). 

A statement in lieu of prospectus must be lodged with the 
Registrar by a public company which has issued a prospectus, 
but has not proceeded to allot any of the shares offered to the 
public for subscription, at least three days before the first 
allotment of any of its shares or debentures (Section 40, Sub- 
section 1). 

A statement in lieu of prospectus is not required to be 
lodged by (a) a private company; (b) a company registered 
before the 1st January, 1901; or (c) by a company registered 
before the lst July, 1908, which has not issued a prospectus 
inviting the public to subscribe for its shares (Section 94, Sub- 
section 7). 

As to the statement in lieu of prospectus to be lodged by a 
private company on conversion into a public company see page 
13, ante. 


1 See pages 91 to 94, post. 
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THE MEMORANDUM OF ASSOCIATION. 


Tur Memorandum of Association is the charter of the company, 
and defines its powers and states its objects. The Memorandum 
differs according to the nature of the company—i.e. according to 
whether the company is limited by shares, limited by guarantee, 
or unlimited. 

The Memorandum of every company must state— 

1. The Name of the Company, with ‘‘ Limited ’’ as the 
last word of such name." 

2. Whether the Registered Office of the Company is to be 
situate in England or Scotland. 

3. The Objects of the Company. 

The Memorandum of a company limited by shares must 
state— 

4. That the Liability of the Members is Limited. 

5. The Amount of Share Capital with which the Company 
proposes to be registered and the division thereof 
into shares of a fixed amount. 

Subject to the following regulations :— 

(i) That no subscriber may take less than one share. 

(11) That each subscriber to the Memorandum of Associa- 
tion shall write opposite to his name the number of 
shares he takes (Section 2). 

In the case of a company limited by guarantee, instead of 5 
there will be a statement in the Memorandum of the amount 
which each member undertakes to contribute in the event of a 
winding up; but 1, 2, 3, and 4 will be the same as in the ease of 
a company limited by shares. 

If a company limited by guarantee has a share capital the 
Memorandum must also state the amount of share capital with 
which the company proposes to be registered and the division 
thereof into shares of a fixed amount. Such a company, as well 
as an unlimited company having a share capital, is subject to the 
regulations (i) and (ii) above set out. The capital is not now 
required to be stated in the Articles in the case of a company 
limited by guarantee. 

The Memorandum of Association of an unlimited company 


1 Except in the case of an Association Not for Profit (see page"32, post). 
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will only contain (1) the Name of the company; (2) whether 
the registered office of the Company is to be situate in England 
or Scotland; and (3) the Objects of the company. If such a 
company has a Share Capital it is not required to be shown in 
the Memorandum but must appear in the Company’s Articles 
(Section 7). 

The signatures of the subscribers to the Memorandum must 
be made in the presence of and be attested by at least one 
witness (Section 3). The witnesses should be of full age, and it 
is most inadvisable that any signatory should be an infant. 

Certain alterations and modifications of the Memorandum of 
Association are sanctioned by the Act, but with those exceptions 
the Memorandum is unalterable (Section 4). Thus a company 
limited by shares, or a company limited by guarantee and having 
a share capital, may, if authorised to do so by its Articles, modify 
its Memorandum by increasing its share capital by the issue of 
new shares, or by consolidating and dividing its capital into 
shares of larger amount, or by converting paid-up shares into 
stock, or by reconverting such stock into paid-up shares of any 
denomination, or by subdividing its shares, or any of them, into 
shares of smaller amount (preserving the proportion between the 
amount paid and unpaid on each share), or by cancelling 
shares which at the date of the resolution in that behalf have 
not been taken or agreed to be taken by any person. The above 
powers must be exercised by the company in general meeting - 
(Section 50). Every copy of the Memorandum issued after an 
alteration must be in accordance therewith, under a penalty of 
one pound per copy in respect of which default is made (Section 
24). Notice of the consolidation, division, conversion or recon- 
version, subdivision, or cancellation must be given to the Regis- 
trar within one month thereafter, specifying the shares so 
dealt with, default incurring liability to a penalty (Section 51). 

A company may issue preference shares which are liable to be 
redeemed (see page 177), and where any such shares are redeemed 
notice thereof must be given to the Registrar (Section 51). 

A eompany limited by shares, or a company limited by 
guarantee and having a share capital, may also, if authorised 
to do so by its Articles, by special resolution reduce its capital. 
The reduction must be confirmed by an Order of Court (Section 
55).1 An alteration of the Memorandum referred to above, by 


1 See page 172 et seg., post, and notes to Clause 38 of Table A. 
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cancelling shares in pursuance of Section 50 is not to be deemed 
a reduction of share capital (Section 50, Sub-section 3). 

The Memorandum may also be modified, in the manner 
prescribed by various sections—(a) by making the liability of 
the directors or manager or of the managing director unlimited 
(Section 147, Sub-section 1) ; (b) by creating a reserve liability 
(Section 49) ; (c) by altering the provisions of the Memorandum 
with respect to the objects of the company under the powers 
conferred by Section 5; (d) by modifying the conditions con- 
tained in the Memorandum so as to reorganise its capital, 
whether by the consolidation of shares of different classes or 
by the division of its shares into shares of different classes 
(Section 153, Sub-section 5). Change (a) must be authorised 
by the Articles and both (a) and (b) be effected by special 
resolution; for (c) a special resolution is required and in 
addition the sanction of the Court; and in the case of 
change (d) a resolution (which may have the effect of 
altering the rights attached to certain shares) must be passed by 
a majority in number representing three fourths in value of 
the members or class of members present and voting in person 
or by proxy at the meeting, and the sanction of the Court must 
be obtained. A resolution passed by a minority in number of 
the shareholders of a class will not suffice, even though they 
represent three fourths of the issued shares of the class." The 
procedure under (d@) may be carried through where the rights 
attaching to the class of shares affected are created by the 
Memorandum. If merely dependent upon the Articles, and 
there are no special provisions respecting alterations of rights, 
such rights can be altered by special resolution, or, subject to 
the provisions of Section 61, by such resolution as the Articles 
prescribe for that purpose.’ 

But if where the share capital is divided into different classes 
of shares provision is made in the Memorandum or Articles for 
authorising the variation of the rights attached to any class of 
shares subject to the consent of any specified proportion of the 
holders of issued shares of that class or of a resolution of a 
separate meeting of the holders of those shares, the holders of 
not less than fifteen per cent. of those shares who did not consent 
to or vote in favour of the variation may, within seven days 
after the consent was given or the resolution passed, apply to 


1 Arden Ooal Oo., in re, [1922] S. 0. 500. 2 Australian Estates, in re, [1910] 1 Oh. 414, 
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the Court to have the variation cancelled, and the Court may 
either disallow or confirm the variation (Section 61). ' 

Before the passing of The Companies (Memorandum of 
Association) Act, 1890 (now replaced by Section 5), the objects 
of a company could only be extended or modified by a winding 
up and reconstruction. By virtue of the section referred to a 
company may now (subject to the provisions of the section) 
alter the provisions of its Memorandum with respect to the com- 
pany’s objects. Having regard to the difficulties and expense 
attending the procedure in connection with such an alteration 
it is desirable that the powers contained in the Memorandum 
should be as wide as possible. At the same time it must be 
noticed that the Courts are not disposed to construe even the 
widest powers so as to enable a company to go outside the main 
objects for which it was formed.’ The present practice of 
enumerating every possible operation as an object of the com- 
pany in a string of clauses, with a declaration that each clause 
is independent of and not auxiliary to any of the others, has 
been strongly commented on by the Court of Appeal, and it may 
be doubted whether a Memorandum in that form is entitled to 
registration.” Where an application is made under Section 5 
the Court will have to be satisfied that the new objects are 
definite, expressed in definite language, and fall within Sub- 
section 1.* That sub-section gives the Court power to confirm, 
either wholly or in part, an alteration with respect to the objects 
of the company, if it appears that the alteration is required 
to enable the company (a) to carry on its business more 
economically or more efficiently; or (b) to attain its main 
purpose by new or improved means; or (c) to enlarge or change 
the local area of its operations; or (d) to carry on some business 
or businesses which under existing circumstances may con- 
veniently or advantageously be combined with the business of 
the company; or (e) to restrict or abandon any of the objects 
specified in the Memorandum; or (f) to sell or dispose of the 
whole or any part of the undertaking of the company; or (g) 
to amalgamate with any other company or body of persons. An 
alteration under Sub-clause (a) must be one which will leave 
the business of the company substantially what it was before, 
with only such changes in the mode of conducting it as will 


1 Stephens v. Mysore Reefs Mining Co., [1902] 1 Ch. 746. 
2 Anglo-Ouban Oil, in re, [1917] 1 Oh. 477, 3 Re D. & H. Fraser, [1909] W. N. 73. 
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enable it to be carried on more economically or more efficiently.* 

The Memorandum bears a deed stamp of ten shillings and an 
ad valorem fee stamp (both impressed); and the Statement of 
Capital (which must accompany the Memorandum) must be 
impressed with ad valorem capital duty (see under ‘< Sramps,”’ 
page 326, post). 

A copy of the Memorandum of Association, having annexed 
thereto the Articles of Association (if any), must be supplied to 
every member at his request on payment of the sum of one 
shilling (or such less sum as the company may prescribe) for 
each copy (Section 23). A company which makes default in for- 
warding a copy when requested to do so incurs a penalty (ibid.). 
Where any alteration is made in the Memorandum, every copy 
issued thereafter must be in accordance with the alteration, 
default rendering the company and every officer liable to a 
penalty (Section 24). 

The Articles constitute the code of regulations for the internal 
management of the company, and cannot extend the objects 
as defined in the Memorandum, which, subject to the exceptions 
mentioned, cannot be altered in any way. Lord Justice Bowen, 
in the ease of Guinness v. Land Corporation of Ireland, 
distinguished the functions of the Memorandum and the Articles 
thus? ; ‘‘ The Memorandum contains the fundamental conditions 
upon which alone the company is allowed to be incorporated. 
They are conditions introduced for the benefit of the creditors 
and the outside public as well as shareholders. The Articles are 
the internal regulations of the company.’’ 

The subscribers of the Memorandum are deemed to have 
agreed to become members of the company whose Memorandum 
they have subscribed, and upon the registration of the company 
must be entered as members upon the Register of Members (see 
‘““ RecisteR or Mrempers,’’ page 102, post). Their shares must 
be taken from the company and not from some other person, 
and they are absolutely bound to take the shares and pay for 
them. If, however, all the shares are allotted to other persons 
so that no shares are left in respect of which a subscriber can be 
registered he is relieved of his liability.? It would seem that 
if for any reason the company cannot allot the shares it may 
be liable in damages for not fulfilling the contract. 


1 In re Oyclists’ Touring Olub, [1907] 1 Oh. 269; in re Scientific Poultry Breeders’ Association, 
[1933] 1 Oh. 227; L. J. Ch. 423. 2 [1883] 22 0h. D.at p.381. 3 Mackley’s Oase, [1876] 1 Ch. D, 247, 
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THE rules and regulations by which the affairs of a company 
limited by shares are governed are contained either in Articles 
specially framed for the company or in the statutory Articles 
known as “‘ Table A,’’ or partly in Table A and partly in special 
Articles. It is provided by Section 20, Sub-section 1, of the Act 
that ‘‘ the Memorandum and Articles shall, when registered, bind 
the company and the members thereof to the same extent as if 
they respectively had been signed and sealed by each member, 
and contained covenants on the part of each member to observe 
all the provisions of the Memorandum and of the Articles, 
subject to the provisions of this Act.’’ The exact nature and 
meaning of this covenant has been much discussed. The cases 
on the section which Section 20 repeats were elaborately re- 
viewed by Astbury, J., in Hickman v. Kent &c. Sheepbreeders’ 
Association, in which the correct proposition was held to be 
that, while Articles of Association can neither constitute a con- 
tract between a company and an outsider, nor give any indi- 
vidual member special contractual rights beyond those of the 
members generally, they do constitute a contract between a 
company and its members, and between the members themselves, 
in respect of their ordinary rights as members.” 

The original Table A was contained in the First Schedule 
to The Companies Act, 1862, and constituted the code of regu- 
lations of every company limited by shares formed under that 
Act and later Acts, unless expressly excluded or modified by 
special Articles. Under the power conferred upon the Board 
of Trade by Section 71 of that Act to make alterations in that 
Table, a Revised Table A came into force with regard to all 
companies registered after the 30th September, 1906, unless 
excluded or modified by special Articles. In the First Schedule 
to the Act of 1908 an amended Table A was set out, and that 
Table applies, unless excluded or modified, to companies regis- 
tered after the 3lst March, 1909, and before the lst November, 
1929. The Table A in the Act of 1929 applies to all companies 
registered after the last-named date (unless expressly modified 


1 [1915] 1 Oh, 881. 2 See further page 63, post. 
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or excluded). Special Articles excluding or modifying Table A 
may be adopted at any time by special resolution (see ‘‘ RESOLU- 
TIONS,’’ page 230, post). - 

Most companies prefer to have special Articles. The secre- 
tary should, of course, be well acquainted with the Articles 
governing his company. 

Special Articles, printed, signed by the subscribers to the 
Memorandum, and properly attested (Section 9), must be 
lodged with the Registrar of Companies for registration 
(Section 12), and be impressed with a deed stamp of ten 
shillings and a fee stamp of five shillings. They may be 
altered by special resolution, subject to the provisions of the Act 
and the conditions contained in the Memorandum (Section 10). 
The power of alteration is indefinitely wide, because any provi- 
sion may be inserted by way of alteration which could have 
been introduced in a valid original Article, provided that the 
alteration is made bona fide for the interest of the company 
as a whole. The fact that it may be against the interest of 
a particular shareholder or shareholders does not show that 
the alteration is not bona fide for the interest of the company, 
e.g. an alteration which gave a lien on fully paid up shares,’ 
and one which gave the directors power to require any 
shareholder who carried on any business which was in direct 
competition with that of the company to transfer his shares at 
their fair value to nominees of the directors,’ have been upheld. 
But it is provided that notwithstanding anything in the Memo- 
randum or Articles, no member is bound by an alteration in 
the Memorandum or Articles after he became a member which 
requires him to take more shares or in any way increases his 
liability to contribute to the share capital or otherwise pay money 
to the company unless he agrees in writing before or after the 
alteration to be bound thereby (Section 22). 

A copy of every resolution or agreement within the meaning 


1 Allen v. Gold Reefs of West Africa, [1900] 1 Oh. 656. 

2 Sidebottom v. Kershaw, Leese’ & Co., [1920] 1 Oh. 154. Cf. Brown ». British Abrasive Wheel 
Co., [1919] 1 Ch. 290, where it was found as a fact that what was done was not for the benefit of the 
company, but for the benefit of particular shareholders. An alteration giving power to the majority 
to expropriate any shareholder has been held invalid, and so also an alteration giving a power of 
expropriation from which particular members were exempted (Dafen Tinplate Co. v. Llanelly 
Steel Co., [1920] 2 Oh. 124), But it is for the shareholders, and not for the Court, to decide 
whether an alteration is for the benefit of the company, provided that the decision is one at which 
reasonable men could have arrived. (Shuttleworth v, Oox Brothers & Oo., [1927] 2 K. B. $) cab 


should be noted that a dictum by Peterson, J., in the Dafen Tinplate Co. (at page 140) was disap- 
proved, but without affecting his actual decision, 
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of Section 118 in force must be annexed to or embodied in every 
copy of the Articles issued after the passing of such resolution or 
the making of such agreement (Section 118, Sub-section 2). The 
question whether a company can contract itself out of its 
statutory right to alter its Articles depends upon the special 
circumstances of any particular case. The rights of a share- 
holder as such in respect of his shares are, except so far as 
they may be protected by the Memorandum of Association, liable 
to be altered by special resolution. The notice convening a 
meeting for this purpose should be prepared under legal 
advice.* Contracts with an outsider are in a different position. 
A company cannot, by altering its Articles, justify a breach of 
contract, and where a contract involves as one of its terms that 
an Article is not to be altered the company is not at liberty to 
alter the Article so as to break the contract, and will be 
restrained by injunction from so doing.’ 

A clause in the Articles to the effect that a particular person 
shall be the secretary or managing director of the company is 
not sufficient, in itself, to create a contract with the company 
(see page 63, post). 

Persons who, as is usually the case, have applied for shares 
when the Memorandum and Articles are in existence, and agreed 
to take their shares on the footing of the Memorandum and 
Articles, are held bound by the conditions and provisions con- 
tained in the Memorandum and Articles.’ 

A copy of the Memorandum and Articles, or a copy of any 
Act which alters the Memorandum, must be forwarded to every 
member at his request on payment, in the case of a copy of the 
Memorandum and Articles, of one shilling or such less sum as 
the company may prescribe or, in the case of a copy of an Act, 
of such sum not exceeding the published price as the company 
may require. Default renders the company and every officer 
liable to a penalty of £1 for each offence (Section 23). 

Where Articles have not been registered, a copy of every 
resolution and agreement within the meaning of the section 
must be forwarded in print to any member requesting the same, 
on payment of one shilling or such less sum as the company 


1 See Normandy v. Ind, Coope & Oo., [1908] 1 Ch. 84. 

2 Baily v. British Equitable Assurance Oo., [1904] 1 Ch, 374 (overruled by the House of Lords, 
[1906] App. Ca. 35, but upon grounds which do not touch this point). British Murac Syndicate 
v. Alperton Rubber Oo., [1915] 2 Oh. 186. 

3 See Peel’s Case, [1867] L. R., 2 Ch. App. 674, 
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may direct (Section 118, Sub-section 3). If more than one 
resolution has been passed or agreement made, the payment of 
one shilling entitles the applicant to copies of all resolutions 
and agreements passed prior to his application. 

Nearly everything relating to the internal management of 
a company is contained in the Articles. 


. 
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Every company must have a registered office as from the day 
on which it begins to carry on business or as from the twenty- 
eighth day after its incorporation, whichever is the earlier. 
Default in complying with this requirement renders the company 
and every officer in default liable to a penalty for every day 
during which business is so carried on (Section 92). Notice of 
the situation of the registered office, and of any change therein, 
must be given to the Registrar of Companies within twenty-eight 
days after incorporation of the company or of the change, as 
the case may be (Section 92, Sub-section 2). 

The notice must bear an impressed five-shilling fee stamp. 
The full address of the office must be given, including the number 
of the house (if numbered), the street or road, the village or 
town, or the nearest post-town. The notice should be on foolscap 
paper, and in the prescribed printed form, the substance of 
which is as follows :— 


No. of Company__________ Form No. 4. 


‘*THE COMPANIES ACT, 1929 ”’ om 
Companies 
NOTICE OF SITUATION OF hap ies 
REGISTERED OFFICE sages be ae 


pressed here, 
OF 
, LIMITED 
(or of any change therein). 


To the REGISTRAR OF COMPANIES. 


The above-named Compaiy hereby gives you notice, in accordance with 
Section 92 of The Companies Act, 1929, that the Registered Office of the 
Companys Sivuated. Ala senna oo ee ee ee 


SUG 10117, ae es te a ee eR ee 
(State whether Director, Manager, or Secretary.) 


Datedattiouet aye ee eres O85: 


Presented, Dye era nee 
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On any change in the situation of the company ’s registered 
office taking place, notice of the situation of the office must be 
lodged on Form 4, which must be impressed with a five-shilling 
fee stamp. 

The inclusion of the address of the registered office in the 
annual return does not satisfy the requirement of the section 
as to filing notice of the registered office or of any change therein 
(Section 92, Sub-section 2). 

The registered office is the place where writs, summonses, 
notices, orders, and other documents are served upon the company 
(Section 370; see page 201, post). If there is no registered office, 
service on the directors and officers, or, if there are no officers, 
on the subscribers to the Memorandum, will suffice. 

Where a company registered in Scotland carries on business 
in England process may be served by leaving it at or sending 
it to the principal place of business in England addressed to the 
manager or other head officer, but a copy must be sent by post to 
the registered office of the company in Scotland (Section 370). 

In the case of a company incorporated outside Great Britain 
which, after the commencement of the Act (1st November, 
1929), establishes a place of business within Great Britain, there 
must be lodged with the Registrar the names and addresses of 
some one or more persons resident in Great Britain authorised to 
accept on behalf of the company service of process and any 
notices required to be served on the company, and notice 
of any alterations in such names or addresses (Section 344, 
Sub-section 1, and Section 346). This requirement also 
applies to companies incorporated outside Great Britain 
which, before Ist April, 1909, established a place of 
business and on 1st November, 1929, continue to have a place 
of business in Great Britain; by companies incorporated 
in Northern Ireland before 1st January, 1922, which 
on Ist November, 1929, have a place of business in Great 
Britain; and by companies incorporated in the Irish Free State 
which before 27th March, 1923, established and on Ist November, 
1929, continue to have a place of business in Great Britain. 
This information must be lodged within one month from the 
establishment of the place of business or of the 1st November, 
1929. The penalty for default is a fine not exceeding 
£50, and a further penalty of £5 a day while the 
default continues. ‘‘ Certified’? means certified in the 
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prescribed * manner to be a true copy or a correct translation 
(Section 352). <A fee of five shillings, or such smaller fee as 
may be prescribed, is payable to the Registrar for any document 
required by this section to be lodged with him (Tenth Schedule, 
Part III). 

The Act (Section 98, Sub-section 1) further enacts that the 
Register of Members (see under ‘‘ Ruaistrr or Mempers,’’ page 
102, post) shall be kept at the registered office. The Register of 
Charges required by Section 88 to be kept at the registered office 
must, together with copies of instruments creating any charge 
requiring registration under the Act, be open to inspection by 
any creditor or member without fee, and to persons other than 
creditors and members on payment of such fee, not exceeding 
one shilling for each inspection, as may be fixed by the regula- 
tions of the company (Section 89, Sub-section 1). It is obviously 
advisable to keep all the company’s books at the registered office, 
whether the Act makes it imperative to do so or not. Books 
required by the Act or by the Articles to be kept at the registered 
office cannot be mortgaged or charged. 


1 ‘* Prescribed’’ means as prescribed by the Board of Trade. The Companies (Forms) Order 
1929 prescribed the manner in which the documents referred to are to be certified. 
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Tue Name of the company must appear in the Memorandum of 
Association (Section 2), and may not, without the consent of 
the Board of Trade, include the word ‘‘ Royal ’’ or ‘‘ Imperial ”’ 
or any word which suggests (or is caleulated to suggest) the 
patronage of the King or the Royal Family or connection with 
the Government, or the word ‘‘ Municipal ”’ or ‘‘ Chartered ”’ 
or any word which suggests (or is calculated to suggest) con- 
nection with any municipality or other local authority, or with 
any body or society incorporated by Royal Charter, or the 
word ‘‘ Co-operative.’’ The words ‘‘ Chamber of Commerce ”’ 
may only be used by an Association Not for Profit, and the 
words ‘‘ Building Society ’’ may not be used at all (Section 17). 
An association formed for any of the objects specified in the 
section which will not distribute any dividend among its 
members and will apply any profits to the furtherance of the 
objects for which it is formed may, by licence of the Board of 
Trade, be incorporated as an Association Not for Profit, and 
the word ‘‘ Limited ’’ is not then required to form part of 
the name (Section 18). Such an association enjoys the privilege 
of limited liability. The licence may be at any time revoked by 
the Board of Trade, and the Registrar must then enter the word 
‘* Limited ’’ at the end of the name of the company upon the 
Register. Before revoking such a licence the Board of Trade 
must give written notice to the company of its intention to do 
so, and afford the company an opportunity of being heard in 
opposition (Section 18, Sub-section 4). If the licence revoked is 
that of a company the name of which includes the words 
‘* Chamber of Commerce,’’ the name must within six weeks from 
the revocation (or such longer time as the Board of Trade allow) 
be changed to a name which does not contain those words. 
Default renders the company liable to a fine of £50 (Section 19). 
On a reduction of capital the Court may by the order 
confirming the reduction, if it thinks fit, order the words ‘‘ and 
reduced ’’ to be added to the name, and to form part of the 
name for such period as the order may specify (Section 57). 
Every company must paint or affix, and keep painted or 
affixed, its name on the outside of every office or place in which 
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the business of the company is carried on, in a conspicuous 
position, in letters easily legible. It must also have its name 
engraven in legible characters on its seal, and mentioned in 
legible characters in all notices, advertisements, and other official 
publications, and in all bills of exchange, promissory notes, 
endorsements, cheques, and orders for money or goods purport- 
ing to be signed by or on behalf of the company, and in all 
bills of parcels, invoices, receipts, and letters of credit of the 
company (Section 93, Sub-section 1). 

If a company does not paint or affix, and keep painted or 
affixed, its name in manner directed by the Act, the company 
and every director, manager, secretary, and other officer in de- 
fault is liable to a penalty (Sub-section 2). If a company does 
not have its name engraved as required on its common seal or 
mentioned in legible characters on notices &. as required by 
Sub-section 1 referred to above, it is liable to a fine of £50 
(Sub-section 3), and if any director, manager, or officer of a 
company, or any person on its behalf, uses or authorises the 
use of any seal purporting to be a seal of the company whereon 
its name is not properly engraven, or issues or authorises the 
issue of any notice, advertisement, or other official publication 
of the company, or signs or authorises to be signed on behalf of 
the company any bill of exchange, promissory note, endorse- 
ment, cheque, or order for money or goods, or issues or 
authorises to be issued any bill of parcels, invoice, receipt, or 
letter of credit of the company, wherein its name is not men- 
tioned, he is liable to a penalty, and will further be personally 
liable to the holder of any such bill of exchange, promissory 
note, cheque, or order for money or goods, for the amount 
thereof, unless the same is duly paid by the company (Sub- 
section 4). 

The intention of the Act is to ensure extreme strictness 
in regard to the use of the registered name of the company 
in all respects. So stringent is the law on this point that 
a secretary who, for instance, accepts a bill on behalf of a 
company in which the word ‘“‘ Limited ’’ is omitted may render 
himself personally liable on the bill. Cases may easily be con- 
ceived in which a slight variation from the registered name might 
lead a person to believe that he was dealing with a different 
kind of company from that with which he was in fact dealing. 
The strictest accuracy in the use of the name is therefore 


$.M.—2 
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required for the protection of the public.* It seems, however, 
that well-known abbreviations such as ‘‘ Co.,’’ or ‘‘ Ltd.,’’ may 
lawfully be used in commercial documents, but the use of 
“Ltd.” or ‘‘ Ld.’’ for ‘‘ Limited ’’ is not strictly a compliance 
with the Act, and should not be used in the Memorandum or 
other documents which have to be lodged with the Registrar.” On 
the other hand, any person or persons who trade under a name 
or title of which ‘‘ Limited,’’ or any contraction or imitation 
of that word, is the last word without being duly incorporated 
with limited liability will be liable to a penalty of five pounds for 
every day on which such name or title has been so used 
(Section 364). 

In the case of every company registered after the 22nd 
November, 1916, and every company registered outside Great 
Britain which has since that date established a place of business 
within Great Britain, and every company licensed under The 
Moneylenders Act, 1927, whenever it was registered or whenever 
it established a place of business, the names of and certain other 
information as to the directors must be mentioned in legible 
characters in all trade catalogues, trade circulars, showecards, 
and business letters on or in which the name of the company 
appears, and which are issued or sent by the company to any 
person (which includes individual, firm, or corporation) in any 
part of His Majesty’s dominions (Section 145). For the pur- 
poses of the section referred to, the expression ‘‘ director ”’ in- 
cludes any person in accordance with whose directions or in- 
structions the directors of the company are accustomed to act. 
The Board of Trade may, in special circumstances, grant exemp- 
tion from these obligations, subject to such conditions as it may 
specify (Section 1, proviso). 

In the case of each individual director there must be stated 
in these documents his present Christian name or the initials 
thereof and present surname, any former Christian names or 
surnames, his nationality if not British, and if his nationality 
is not his nationality of origin, his nationality of origin, and in 
the case of a corporation being a director, the corporate name. 
‘‘ Showeards ’’ means cards containing or exhibiting articles 
dealt with, or samples or representations thereof. Christian 
name includes any forename. When a former Christian name 


1 See Atkins v. Wardle, [1889] 58 L. J. Q. B. 377. 
° BF. Stacey & Oo. v. Wallis, [1912] 106 L. J. 544. 
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or surname of a natural born British subject has been changed 
or disused before such person attained the age of eighteen years, 
neither the former name nor the fact of the change need be 
mentioned. Nor need the name or surname by which a 
married woman was known before marriage be mentioned 
(Section 145). 

Section 1 of The British Nationality and Status of Aliens 
Act, 1914, contains an elaborate definition of the expression 
‘* natural-born British subject.’’ It includes any person born 
within His Majesty’s dominions and allegiance. 

In the case of a peer or person usually known by a British 
title different from his surname the title by which he is known 
may be substituted for his surname, and his adoption of or 
succession to the title is not regarded as a change of name 
(Section 145, Sub-section 4). 

Under The Registration of Business Names Act, 1916, every 
corporation having a place of business within the United King- 
dom which carries on the business wholly or mainly as nominee 
or trustee of or for another person, or other persons, or another 
corporation, or acts as general agent for any foreign firm, must 
be registered in the manner provided by that Act, and in 
addition to the other particulars required to be furnished and 
registered under the Act is required by Section 2 to furnish and 
register the further particulars mentioned in the Schedule to 
that Act. ‘‘ Foreign firm ’’ is defined by Section 22 of that Act 
as meaning any firm, individual, or corporation whose prin- 
cipal place of business is outside His Majesty’s dominions. 
The prescribed form (including the particulars required by 
the Schedule) must be signed by a director or secretary of the 
corporation, and must be filed with the Registrar at the Register 
Office in that part of the United Kingdom in which the principal 
place of business of the corporation is situated. The time 
within which the particulars must be furnished is fourteen days 
after the commencement of the business in respect of which 
registration is required. 

Where a corporation is guilty of an offence under the 
Registration of Business Names Act every director, secretary, 
and officer of the corporation who is knowingly a party to the 
default is guilty of a like offence and liable to a like penalty 
(Section 19); but no proceedings can be taken for an offence 
under Section 18 of that Act (disclosure of names on trade 
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catalogues &c.), except by or with the consent of the Board of 
Trade. 

Every company incorporated outside Great Britain which has 
a place of business in Great Britain must state the country in 
which it is incorporated in every prospectus inviting subserip- 
tions for its shares or debentures in Great Britain ; conspicuously 
exhibit its name and the country in which it is incorporated on 
every place where it carries on business in Great Britain; have 
its name and the country in which it is incorporated mentioned 
in legible characters in all billheads and letter. paper, and in 
all notices, advertisements, and other official publications of 
the company ; and, if the liability of the members is limited, give 
notice of that fact in legible characters in every prospectus, and 
in all billheads, letter paper, notices, advertisements, and other 
official publications of the company in Great Britain, and on 
every place where it carries on business (Section 348). 
In default the company, and every officer or agent of the com- 
pany, is liable to a penalty (Section 351). A share transfer 
or share registration office is a place of business within the 
meaning of the Act (Section 352). 

A company, with the sanction of a special resolution and 
with the approval of the Board of Trade, may change its name, 
and upon such change being made the Registrar of Companies 
enters the new name on the Register in the place of the former 
one, and issues a Certificate of Incorporation altered to meet the 
circumstances of the case (Section 19). 

The special resolution will accordingly be lodged with the 
Registrar in the manner pointed out under the head of ‘‘ Rzso- 
LuTIons,’”’ page 230, post; and a printed copy of the resolution 
will also be supplied to the Board of Trade, accompanied by a 
letter or ‘‘ memorial,’’ addressed to the Assistant Secretary, 
stating shortly the reasons for the proposed change of name, 
and asking the consent of the Board thereto. 

It is not the practice of the Board of Trade to grant its 
approval as a matter of course, but if no objection is raised by 
the Registrar of Companies the Board is not likely to refuse its 
sanction, unless the new name indicates a change of objects. 

The objection (if any) raised by the Registrar would prob- 
ably be that the proposed new name is already registered, or that 
it conflicts with some name already on the Register. Whether any 
objections exist or not should be ascertained by causing inquiries . 
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to be made at the Companies Registry before the special resolu- 
tion is passed. 

If everything is in order, the Board of Trade will send a 
letter of sanction, which upon receipt should be impressed with 
a five-shilling fee stamp and lodged with the Registrar of Com- 
panies. The old name must be used until the Registrar’s certi- 
ficate of change of name has been issued. The change of name 
does not affect any rights or obligations of the company, or 
render defective any legal proceedings by or against the com- 
pany, and any legal proceedings that might have been continued 
or commenced against it by its former name may be continued 
or commenced against it by its new name. 

No company can be registered under a name identical with 
that by which an existing company is already registered, or so 
nearly resembling that name as to be calculated to deceive, except 
in a case where the existing company is in the course of being 
dissolved, and testifies its consent in such manner as the 
Registrar requires (Section 17). Notice of the consent of the old 
company must be impressed with a five-shilling fee stamp and 
lodged with the Registrar. The following is the form 
prescribed :— 


Nowof Company... Form No. 14. 


A 5s. Com- 
panies Reg- 
istration Fee 
Stamp must 
be impressed 

here. 


‘THE COMPANIES ACT, 1929 ”’ 


CONSENT TO TAKE THE NAME OF AN EXISTING 


COMPANY 
To the REGISTRAR OF COMPANIES. 
ds (OPAW.O ss ee Se es (ih IER Eye 3 Sos es , being the 
HIGgUidalOr(S ROL eco — ener eee ee Limited, a Company in the 


course of being dissolved, hereby, pursuant to The Companies Act, 1929, 
Section 17, and on behalf of the said Company, testify its consent to the 


registration of a new Company by the name of ____________ Limited. 
SIONGUUTE (8) wa mente ne ee Le ene 
Datedetneess + oes. days Of ee eee a oe le 
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THE SEAL 


Every company (Section 13) must have a Common Seal, upon 
which the company’s registered name must be ‘* engraven 
in legible characters ’’ (Section 93, Sub-section 1 (b)). If 
a company fail to have the name so engraven on its seal 
it is liable to a penalty of £50, and every director, 
manager, officer (in which term the secretary is included) or 
other person using a seal not so engraven is liable to a similar 
penalty and further is personally liable to the holder of any 
bill of exchange, promissory note, cheque, or order for money or 
goods for the amount thereof unless paid by the company 
(Sub-sections 3 and 4). The Articles will probably contain 
provisions directing how the sealing is to be attested, and the 
directors will pass a resolution showing what documents are to 
be sealed. A common practice is to provide that documents 
shall be sealed only in pursuance of a resolution of the board, 
and that the sealing shall be attested by two directors and 
countersigned by the secretary : thus— 


The Seal of the Company was affixed hereto this______ day of 


193 , in the presence of 
a | | Pireotor, ©) 


De eee ee Secretary. 
ol 
NOs Seale OLar weenie Ook Ae eT ae , Limited, was this______ day 
Oise es 22 Be , 193 , impressed upon this deed in our presence, pursuant 
to a Resolution of a Board of Directors passed on the________ day of 
(ek i aii , 193 
ee } Directors. (s) 
Ba eee Secretary. 


A company may, by instrument in writing under its common 
seal, empower any person to execute deeds abroad, and every 
deed signed by the person so empowered on behalf of the com- 
pany, and under his seal, is as binding on the company, as if 
under the company’s own seal (Section 31). This section, it will 
be observed, only enables the company to authorise the attorney to 
execute deeds under his own seal. Section 32 contains similar 
powers, but wider, and applies to ‘‘ any deed or other docu- 
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ment.’’ If under its Memorandum or Articles the company has 
not the necessary powers to avail itself of this section the power 
must be taken by special resolution. The section speaks of an 
** official ’’ seal to be used by the attorney. The “‘ official ’’ seal 
must be a facsimile of the common seal of the company, with 
the exception that on the face of it there must be inscribed the 
name of the place, district, or territory where the seal is to be 
used. The person affixing such official seal must, by writing 
under his hand, certify on the deed or other document to whick 
the seal is affixed the date and place of affixing the same 
(Section 32, Sub-section 5). The authority of such an agent 
continues, as between the company and any person dealing with 
the agent, for the period mentioned in the instrument conferring 
the authority, or if no period is mentioned, until notice that 
the authority has come to an end is given to the person so 
dealing. 

Powers of attorney should be drafted by the company’s 
solicitor. 

Different companies have different rules as to the custody 
of the seal. A common provision is that it be kept in a box with 
two locks, the key of one lock being kept by the chairman and 
that of the other by the secretary, with duplicate keys to be used 
in case of emergency. Duplicate keys may be deposited with 
the company’s bankers for use in case of emergency, and be 
obtainable on an order signed by two directors and the secre- 
tary. Frequently, also, the seal is secured by a bolt with two 
locks. 

Particulars of all documents sealed with the company’s seal 
should be entered in the Seal Book, a ruling for which is given 
on page 120, post. 


Section 29 enacts that— 


29. (1) Contracts on behalf of a company may be made as follows:— 


(i) A contract which if made between private persons would be 
by law required to be in writing, and if made according to 
English law to be under seal, may be made on behalf of the 
company in writing under the common seal of the company; 

(ii) A contract which if made between private persons would be 
by law required to be in writing, signed by the parties to be 
charged therewith, may be made on behalf of the company 
in writing signed by any person acting under its authority, 
express or implied; 
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(iii) A contract which if made between private persons would by 
law be valid although made by parol only, and not reduced 
into writing, may be made by parol on behalf of the 
company by any person acting under its authority, express 
or implied. 

(2) A contract made according to this section shall be effectual in 
law, and shall bind the company and its successors and all other parties 
thereto. 

(3) A contract made according to this section may be varied or dis- 
charged in the manner in which it is authorised by this section to be made. 

(4) A deed to which a company is a party shall be held to be 
validly executed in Scotland on behalf of the company if it is executed 
in accordance with the provisions of this Act or is sealed with the common 
seal of the company and subscribed on behalf of the company by two 
of thé directors and the secretary of the company, and such subscription 
on behalf of the company shall be binding whether attested by witnesses 
or not. 

The effect of the section is that joint stock companies may, 
except in the case of contracts which ‘‘ if made between private 
persons would be by law required to be in writing, and if made 
according to English law to be under seal,’’ enter into contracts 
without seal. Directors are generally the persons who have 
authority to enter into contracts necessary for carrying out the 
objects of the company. And where directors purport to exer- 
cise powers, which, according to the constitution of the particular 
company, they can have, a person dealing with the company may 
be entitled to assume, in the absence of notice to the contrary, 
that the directors are acting regularly. The same principle 
applies in the case of a managing director. The subject has 
been much discussed in three cases,” but is hardly suited 
to extended treatment in this book. Much depends upon the 
circumstances of any particular case. 

The documents which must, by law, express provision, or 
invariable usage, be under the seal of the company are the 
following :— 


1. Deeds (powers of attorney are always given by deed). 
2. Certificates of title to shares. 

3. Share warrants to bearer. 

4. All contracts directed by the Articles to be under the 


1 Biggerstafl v, Rowatts Wharf, [1896] 2 Ch. 93; Dey v. Pullinger Engineering Oo., [1921] 
UN ee A A 

* Houghton & Oo. v. Nothard, Lowe and Wills, [1927] 1 K. B. 246: {1928] A.C. 1; Kreditbank 
Cassel v. Schenkers, [1927] 1 K. B. 826; South London Greyhound Racecourses v. Wake, [1931 
1 Oh. 496, See Gore-Browne on Companies, 38th Hdition, Book II., Chap. III. 
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seal of the company. (Sometimes the Articles of a 
company provide that certain contracts shall be under 
seal which by the general law do not require to be 
sealed. In these cases the provisions of the Articles 
must be strictly followed, and the seal affixed.) 

The documents specified above are the only documents which 
must of necessity be under the common seal. Other documents 
are often sealed, by reason perhaps of the greater authority 
attached to the use of the seal; but, having regard to the practice 
of the Inland Revenue of treating every document under the 
seal of the company as liable to a deed stamp (ten shillings) if 
not chargeable with ad valorem duty, it does not seem advisable 
to affix the seal unnecessarily. 

By The Law of Property Act, 1925, Sections 74. and 205, a 
deed, in favour of a purchaser in good faith for valuable con- 
sideration, is deemed duly executed if the company’s seal is 
affixed in the presence of and attested by the secretary and 
one of the directors, and the deed appears on the face thereof 
to have been so executed. In the absence of any other provision 
by the Articles a deed so attested is duly executed, but if the 
Articles make other provision the Articles should be followed. 
A share certificate is not a deed within this section.” 

If a seal is affixed by a person having no authority to use it, 
the instrument to which the seal is put is void as an act of the 
company in its corporate capacity. Persons such as managers, 
managing directors (and secretaries, if they habitually conduct 
the company’s business), have implied authority to use the seal 
for the purpose of carrying on the business of the company. 
Moreover, a company will not be allowed to dispute the authority 
of its seal if by its own negligence it has contributed to the 
misuse of the seal, and to the misleading of persons acting on 
the faith thereof. 

Where the Articles provide that the seal shall not be affixed 
to any instrument except by the authority of a resolution of the 
board, such a resolution should be passed before the seal is 
affixed to any instrument, whether the same be required by law 
to be sealed or not. 

An india-rubber stamp should not be used for a seal, as it 
does not comply with the requirement of Section 92 that the 
seal shall be ‘‘ engraven.’’ 


s.M.—2* 
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Tux principal officers of a company are the directors and the 
secretary. A director may also act as secretary, but usually 
these offices are occupied by different individuals. The directors 
are the managing partners or agents of or trustees for the com- 
pany. This is not, perhaps, a strictly accurate description of 
the functions of the directors, but it is sufficient for practical 
purposes. Under Articles of Association as usually framed 
large powers are commonly vested in the directors, and as the 
alteration of Articles requires a special resolution it follows that 
a simple majority of shareholders cannot overrule the discretion 
of the directors in relation to the exercise of those powers.” 

The question whether an action should be brought is, how- 
ever, one upon which, in the absence of special circumstances, 
the majority of the shareholders may control the directors.” 

Sometimes the Articles of Association stipulate that the first 
directors shall be appointed by the subscribers to the Memo- 
randum, or a majority of them, and in such eases the following 
form of nomination may serve :— 

Will cated: ane pela a taias , LIMITED. 

We, the undersigned, being [a majority of] the Subscribers to the 
Memorandum of Association of the above-named Company, do hereby, in 
pursuance of the provisions of Article of the Articles of Association 


of the Company, appoint the following persons to be the first Directors 
of the Company :-— 


NAMES. ADDRESSES, 


Dated this dey of. 2.) 65 


[Here follow the Signatures of the Subscribers.] 


The law does not require a director to hold a share qualifica- 
tion; but under Clause 66 of Table A the holding of one share 
is prescribed and under most special Articles a director is 
required to hold a specified number of shares. Where a share 


qualification is so prescribed the following conditions govern 
the appointment of directors. 


1 Automatic Self-cleansing Filter Oo. v, Ounningham, [1906] 2 Ch. 34; Salmon v, Quin & Axtens, 
1909] 1 Oh. 311; [1909] A. 0. 442. See note to Clause 67 of Table A. 
2 Marshall’s Valve Gear Co. v. Manning Wardle & Oo., [1909] 1 Ch, 267. 
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By virtue of the provisions of Section 140, no person is 
capable of being appointed a director by the Articles of a public 
company, or of being named as a director or proposed director 
in any prospectus issued by or on behalf of a public company, 
or as proposed director of an intended company in a prospectus 
issued in relation to that intended company, or in a statement 
in lieu of prospectus lodged with the Registrar by or on behalf 
of a company, unless before the registration of the Articles or 
the publication of the prospectus (or the lodging of the state- 
ment in lieu of prospectus) he has by himself or his agent 
authorised in writing—(a) Signed and lodged with the Registrar 
a consent in writing to act as such director; and (b) either 
signed the Memorandum of Association for a number of shares 
not less than his qualification (if any), or taken from the com- 
pany and paid or agreed to pay for his qualification shares (if 
any), or signed and lodged with the Registrar an undertaking 
in writing to take from the company and pay for his qualifica- 
tion shares (if any), or made and delivered for registration a 
statutory declaration to the effect that a number of shares, not 
less than his qualification (if any), are registered in his name. 
These provisions do not apply in the ease of a prospectus issued 
by or on behalf of a company after the expiration of one year 
from the date at which it became entitled to commence business, 
or by a company which was a private company before it became 
a public company, or to a company not having a share capital, 
or to a private company. 

The form of consent to act as a director and form of under- 
taking in writing to take and pay for qualification shares are 
given on pages 6 and 8, ante. 

A director of a company must obtain his qualification within 
two months of the date of his appointment, or within such 
shorter period as may be fixed by the Articles; otherwise he will 
cease to be a director, and be incapable of re-appointment until 
he has obtained his qualification, and if after the expiration of 
the said period any unqualified person acts as director of a 
company he will be liable on conviction to a fine not exceeding 
five pounds for every day between the expiration of the said 
period and the last day on which it is proved that he acted 
as a director (Section 141). 

As to the liability of a director to take and pay for his 
qualification shares, apart from any statutory provision, refer- 
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ence may be usefully made to the observations of Cozens-Hardy, 
L.J., when delivering the judgment of the Court in Molineaux 
v. London é&e. Insurance Co. ‘‘ On principle,’’ said his Lord- 
ship, ‘‘ it seems to us that a person who accepts an appointment 
as director, knowing that the holding of a certain number of 
shares is a necessary qualification, and acts as director, must 
be held to have contracted with the company that he will, within 
a reasonable time, obtain the requisite shares either by transfer 
from existing shareholders or directly from the company. If he 
has not obtained the shares within a reasonable time from the 
public, the company are authorised to put him on the Register in 
respect of the shares. What is a reasonable time must depend 
upon all the circumstances. As a general rule, and apart from 
any special provisions in the Articles, the qualification ought in 
the case of an established company to be obtained before acting. 
When a director takes an active part in the scheme for increas- 
ing the qualification, the reasonable time may well begin to run 
before the date of the second or confirmatory resolution, and 
may be held to have ended at the latest on the first occasion when 
he does an important act as director after that date.’’? 

Articles of Association commonly require that a director 
should hold his qualification shares ‘‘ in his own right.’’ It is 
sufficient if the director is registered as owner of the requisite 
number, even though he is trustee of them for another, and 
has himself no beneficial interest. For instance, a director is 
often qualified for office by means of shares belonging to another 
company of which he is a director. But he must, in order to 
satisfy these words, hold the shares in such a way that the 
company can safely deal with him as owner. Thus, where a 
bankrupt was elected director, and acquired his qualification 
shares, he was immediately disqualified when his trustee inter- 
vened and claimed the shares, and this would be equally so if 
the shares had been allowed by the trustee to continue in the 
name of the bankrupt.* And under Section 142 an undischarged 
bankrupt may not act as director or directly or indirectly take 
part in the management of a company except with the leave of 
the Court by which he was adjudged bankrupt, a person acting 


1 [1902] 2 K. B., pages 595, 596, 

? A confirmatory meeting is no longer necessary (see Section 117). 

* Re Dover Coalfield Extension, [1907] 2 Oh. 76; [1908] 1 Oh. 65. Such a director igs under no 
liability to hand over his fees to the company which provided his qualification shares (ébid.). 

4 Sutton v. English &c, Produce Oo., [1902] 2 Oh. 502. 
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in violation of this prohibition being liable to imprisonment 
and/or fine. The prohibition does not affect a bankrupt who was 
acting as director or taking part in the management prior to 
8rd August, 1928, who has continuously so acted. Subject to 
the foregoing observations, so long as a man is registered as 
holder in his own name simply, it would be immaterial that he 
was a trustee of the shares, e.g. as liquidator of another com- 
pany. But if his description as such liquidator appeared on 
the Register, the qualification would not be a good one, since 
the company would have notice by its own Register that he did 
not hold the shares in his own right.* 

If the Articles merely provide that a director shall be 
the registered holder of a specified number of shares, without 
adding the words ‘‘ as sole holder,’’ registration as a joint 
holder will be a sufficient qualification. His name need not be 
the first one on the Register.’ 

Directors who take their qualification shares from a promoter, 
either by way of gift from, or as trustee for, the promoter, are 
guilty of a misfeasance, and the measure of damages is the 
highest value that shares in the company have reached during 
their holding.’ 

Under Section 151 no assignment of office by a director or 
manager pursuant to any provision of a company’s Articles or 
of any agreement between a company and any person empower- 
ing a director or manager to assign his office to another may be 
made except with the approval of a special resolution. 

It is not necessary for a private company to have any 
directors; but Section 139 requires every public company incor- 
porated on or after 1st November, 1929, to have at least two 
directors. Provided the regulations of a company so authorise, 
the management of its affairs may be vested in a manager or 
managers, but regard must be had to Section 380, under which 
any person who occupies the position of director, by whatever 
name called, is a director, and to Section 144 under which for 
the purposes of entering up the Register of Directors and of 
making the Annual Return a person in accordance with those 
directions or instructions the directors of a company are accus- 
tomed to act is a director. It has been held that there is no 
legal objection to the appointment of a company as manager 


1 Boschoek Proprietary Co. v. Fuke, [1906] 1 Ch. 148. 
2 Grundy ». Briggs, [1910] 1 Ch. 444. 
3 In re London and South Western Canal, [1911] 1 Ch, 346. 
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of another, and the Act by Section 144, Sub-section 1 (b), 
acknowledges that one company may be director or manager of 
another company. 

A director is not responsible for damages occasioned by 
errors of judgment. He must act with such care as is reason- 
ably to be expected from him, having regard to his knowledge 
and experience, and he is not bound to bring any special 
qualifications to his office.’ 

Under Section 152 no provision in the Articles of a company 
or in any contract with the company or otherwise for exempting 
a director from or indemnifying him against any liability which 
by any rule of law would attach to him in respect of any 
negligence, default, breach of duty, or breach of trust of which 
he may be guilty is of any effect after a period of six months 
from the 1st November, 1929.2 The section does not deprive 
a director of any exemption or right to be indemnified in 
respect of any matter occurring while any such provision was 
in force or affect a director’s right to be indemnified against 
liability incurred by him in any proceedings where judgment 
is given in his favour, or on any application under Section 372 
for relief (see page 51, infra). 

The renumeration of directors depends upon the Articles of 
Association. It must now be regarded as doubtful whether a 
provision in the Articles under which directors are to be 
remunerated by so much per annum, or so much in each year, 
or by such proportion of a fixed yearly sum as may be agreed 
upon between themselves, gives any right to a director to 
remuneration if he ceases to hold office before the financial 
year of the company is completed.* And if the Articles pro- 
vide an aggregate sum by way of remuneration, to be divided 
amongst the directors in such proportions as the directors may 
determine (without any proviso that in default of determination 
the remuneration is to be shared equally) there must be a formal 
division by the Board before any director can sue the company 
for his fees.” Directors whose remuneration is provided for by 


1 Re Bulawayo Market &c. Co., [1907] 2 Ch. 458. 
* Brazilian Rubber, in re, [1911] 1 Oh. 425. 
The date when The Companies Act, 1929, came into operation. 

4 In Moriarty v. Regent’s Garage Co., [1921] 1 K. B. 423, it was held by the Divisional Court 
that The Apportionment Act, 1870, applied to such a provision. This decision was reversed by 
the O, A. on other grounds (1921, 2 K. B. 766), and itis at least doubtful whether the view of the 
Divisional Court in favour of apportionment would have been sustained (see especially per Younger 
L.J., at page 782). i 

® Josephs. Sonora (Mexico) Co., 34 T.L. R. 220. 


THE SECRETARY AND OTHER OFFICERS. 47 


the Articles of a company are not entitled, in the absence of a 
resolution of the company or a provision in the Articles, to be 
paid out of the assets of the company their travelling or hotel 
expenses incurred in attending board meetings.’ Nor, unless 
the Articles so provide, are they entitled to their fees free of 
income tax.” And if the Articles provide that the remunera- 
tion of a director shall be determined by the company in general 
meeting, the board of directors have no power to fix it.* 

Under Section 128 the accounts which every company is 
under the section required to lay before the company in general 
meeting (see under Forms of Published Accounts, page 
158 et seq.) must include a statement of the total amount 
of remuneration, inclusive of all emoluments, paid or 
payable to directors by the company or by any subsidiary 
company. This requirement does not apply in relation to a 
managing director, or in the case of a director holding salaried 
employment under the company, to any sums received by him 
otherwise than by way of directors’ fees. ‘‘ Emoluments ’’ in- 
cludes fees, percentages, and other payment or consideration 
given to a director. 

Members of a company entitled to one fourth of the aggre- 
gate number of votes to which all the members are entitled 
may under Section 148 by a demand in writing require the 
directors to furnish all the members, within one month from the 
receipt of the demand, with a statement certified by the auditors 
as correct showing the aggregate amount paid to the directors 
in each of the three preceding years for which accounts have 
been made up. Any amounts received by a director who is a 
director of a subsidiary company or who holds office by virtue 
of a direct or indirect nomination of the company required to 
furnish the particulars demanded must be included in the 
aggregate amount, but the amount received by any individual 
need not be stated. If income tax, super tax, or sur tax has 
been paid by the company on a director’s remuneration, his 
remuneration must be increased by the amount of the tax paid. 
A demand under Section 148 is not required to be complied with 
if the company resolve within one month of the demand being 
made that the particulars shall not be furnished. 


1 Young v. Naval Co-operative Society, [1905] 1 K. B. 687. 
2 Boschoek Proprietary Co. v. Fuke, [1906] 1 Oh. 148. 
3 Kerr v. Marine Products, [1928] 44 T. L. R. 292, 


48 THE SECRETARY AND OTHER OFFICERS. 


Loans to directors must under Section 128 be disclosed in the 
accounts laid before a company. This requirement extends to 
all loans made to a director during the period to which the 
accounts relate which have been made by the company or by any 
person under any guarantee given by the company, including 
loans which were repaid during that period and loans made 
before the period to which the accounts relate and outstanding 
at the expiration thereof. 

Loans by a company in the ordinary course of a business 
which includes the lending of money are not required to be 
disclosed, nor a loan not exceeding £2,000 made to an employee 
certified by the directors to be in accordance with any practice 
of the company with respect to loans to employees. 

The directors are the persons from whom the secretary will 
take his instructions, and to whom he will regard himself as 
responsible. He will not be able to protect himself from the 
consequences of an act which he knows to be wrong merely on 
the ground that he is acting under the instructions of his 
directors; but generally speaking a secretary is safe who confines 
himself to carrying out the orders of his board. Some com- 
panies appoint one of the directors managing director, and he 
in some cases undertakes the secretarial work; but usually the 
secretary is an independent official. 

In order that a valid resolution may be passed, a proper 
quorum of directors, competent to transact and vote on the 
business before the board, must be present. A director who is 
disqualified under the Articles from voting on a particular 
resolution (e.g. where it relates to a contract in which he is 
personally interested) cannot be reckoned as one of the neces- 
sary quorum.” By Section 149 the disclosure by a director of 
any interest in a contract or proposed contract at a meeting of 
directors is made a statutory requirement. The disclosure must 
be made at the meeting at which the contract is first considered, 
or if the director was not then interested at the first meeting 
after he becomes interested, or if he becomes interested after 
the contract is made at the first meeting thereafter. A general 
notice that a director is a member of a firm or company and 
interested in contracts therewith, after the notification, is suffi- 
cient. The provisions of the section do not prejudice any rule 


1 Re Greymouth-Point &e. Oo., [1904] 1 Oh. 82; North Bastern Insurance Co., in re, [1919] 
1 Ch. 198; Victors v. Lingard, [1927] 1 Oh. 323. 
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of law restricting directors from having any interest in con- 
tracts with a company. A director failing to comply with the 
provisions of Section 149 is liable to a fine of £100. 

Under Section 150 it is not lawful in connection with the 
transfer of the whole or any part of the undertaking of a 
company to make any payment to a director of the company 
by way of compensation for loss of office, or as a consideration 
for his retirement, unless particulars of the proposed payment 
and the amount thereof have been disclosed to the shareholders 
and the proposal approved by the company. Where such an 
illegal payment is made to a director, the amount received is 
deemed to have been received by him in trust for the company. 

Where a payment is to be made to a director for similar 
considerations, but in connection with the transfer to any 
persons, as a result of an offer made to the general body of 
shareholders, of all or any of the shares of the company, it is 
not an unlawful payment, but it is the duty of that director to 
take all reasonable steps to secure that particulars with respect 
to the proposed payment, and the amount thereof, are included 
in or sent with any notice of the offer made for their shares 
given to any shareholders. Failure in this duty renders the 
director liable to a fine of £25, and also results in the payment 
being deemed to have been received in trust for any persons 
who have sold their shares as a result of the offer made. Under 
Sub-section 5 it is of no avail to disguise the payment by 
giving to such director a price for his shares in excess of the 
price which could at the time have been obtained by other 
holders of the like shares. 

In addition to the directors and secretary every company has 
a solicitor and auditors. In matters requiring technical legal 
knowledge the directors and the secretary should never act 
without the advice of the solicitor of the company. 

Prima facie, the functions of a secretary are clerical and 
ministerial only: that is to say, he is the agent through whom 
the clerical work of the company is done, and who carries out. 
the orders given to him by the directors without exercising an 
independent discretion. In practice it frequently happens that 
a great deal is left to the discretion of the secretary; but, 
however that may be, the directors are the persons on whom 
the real responsibility rests, and the acts of a secretary done 
within the scope of his authority are the acts of the company or 
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the directors. ‘‘ A secretary is a mere servant: his position is 
that he is to do what he is told, and no person can assume that 
he has any authority to make representations binding on the 
eompany; nor can anyone assume that statements made by him 
are necessarily to be accepted as trustworthy without further 
inquiry, any more than in the case of a merchant it can be 
assumed that one who is only a clerk has authority to make 
representations to induce persons to enter into contracts.’’* On 
like grounds it has been held that the unauthorised entry by the 
secretary of the name of a transferee on the Register before the 
transfer came before the directors (who refused to pass it) was 
a nullity.2, The company and the directors may of course give 
the secretary authority to answer questions and make statements 
which without such authority would be outside the scope of the 
secretary’s duties, and when express authority of this kind is 
given the statements and representations of the secretary would 
undoubtedly bind the company. It must be borne in mind that, 
although the secretary’s statements may fail to bind the com- 
pany, he may render himself individually liable to persons who 
have acted on his unauthorised representations. A secretary 
should act on the advice and instructions of the board, not of a 
single director, unless, of course, power to deal ‘with certain 
matters has been given by the board to a single director. Where 
the same man is acting as secretary of two companies, a fact 
which comes to his knowledge as secretary of one company is 
not necessarily notice to him as secretary of the other. It is only 
notice if it was his duty to the first company to communicate his 
knowledge to the second.? 

Sometimes a secretary is promised a commission; but, as he 
may be made liable to refund money received by way of com- 
mission or bribe, he should before accepting any commission 
ascertain, by means of proper legal advice, whether he may do 
so without incurring liability. 

If, however, the secretary decides to act without legal advice 
he should for his protection obtain the signatures of the directors 
to a form of indemnity, stamped with a duty of sixpence, which 
may be impressed or adhesive. A form of indemnity is shown 
in Appendix A on page 488. 


1 Barnett v, South London Tramways Oo., [1886] 18 Q. B. D. 815; see also Indo-China Steam 
Navigation Oo., in re, [1917] 2 Ch. 100, cited pages 257, 258, post. 

2 Chida Mines v. Anderson, [1905] 22 T. L. R. 27, 

3 Re Fenwick, Stobart & Co., [1902] 1 Ch. 507, 
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In connection with this subject it may be stated that where 
in the course of the winding up of a company under the Act it 
appears that any person who has taken part in the formation 
or promotion of a company, or any past or present director, 
manager, liquidator, or other officer of the company, has mis- 
applied or retained or become liable or accountable for any 
money or property of the company, or has been guilty of any 
misfeasance or breach of trust in relation to the company, the 
Court may examine into the conduct of such promoter, director, 
&e., and compel him to repay or restore the money or property, 
together with interest, or to contribute money to the assets of 
the company by way of compensation in respect of such mis- 
application, retainer, misfeasance, or breach of trust (Sec- 
tion 276). The procedure under this section does not apply to 
every case in which a company might have a right of action 
against one of its officers. It is limited to cases where there 
has been a breach of duty by an officer of the company, as 
such, which has caused pecuniary loss to the company, e.g. 
misapplication of the money or property of the company, or 
retention of money which the officer was bound to have paid or 
returned to the company.* But if, in any proceeding against a 
director, manager, officer, or person employed as auditor, for 
negligence or breach of trust it appears to the Court that such 
person has acted honestly and reasonably, and ought fairly to be 
excused, the Court may relieve him, wholly or partly, from his 
liability on such terms as the Court may think proper 
(Section 372). This section extends to a transaction wholly 
ultra vires the company.’ 

But where the negligence consists merely in overlooking or 
forgetting an alteration in the share qualification the Court, 
upon a petition under Section 372 by a director who was duly 
qualified under the former Articles, will relieve him from 
liability to the fine imposed by Section 141, Sub-section 5. As to 
the liability to repay to the company the remuneration which he 
received as a director while, de jure, he was not a director, the 
Court would require evidence as to the views of the shareholders, 
or if the company is insolvent, of the creditors, before granting 
relief in that respect.® 


1 Btic, in re, [1928] 1 Ch. 861. 
2 In re COlaridge’s Patent Asphalte Co., [1921] 1 Ch. 543. 
3 Barry and Staines Linoleum, #7 re, [1934] 1 Ch, 227. 
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The secretary should be very careful how he signs documents 
on behalf of the company, as he may, by not observing proper 
precautions, involve himself in personal liability. The Articles 
may contain special clauses regarding the signatures of bills 
and notes, which the secretary is advised to study carefully. 
In particular, if he is asked to sign without two directors he 
should ascertain that he has the necessary authority. 

A bill of exchange or promissory note is ‘‘ deemed to have 
been made, accepted, or endorsed on behalf of a company if 
made, accepted, or endorsed in the name of, or by or on behalf 
of or on account of, the company by any person acting under its 
authority ’’ (Section 30). The authority need not be express. 
If, for instance, a managing director by the constitution of the 
company might have been authorised to draw a bill, a person 
taking the bill in due course is entitled to assume that he had 
such authority, for the public cannot be expected to know what 
goes on in the company’s board room.* 

It is very desirable that cheques, promissory notes, and bills 
of exchange should show on their face that they are drawn, 
made, accepted, or endorsed on behalf of the company ?; other- 
wise an attempt may be made to hold those who sign them liable. 
The words ‘‘ For The Company, Limited,’’ are 
frequently inscribed on a hand-stamp, which is kept at the office 
to be used as required. 

If the secretary has authority to accept bills or endorse 
cheques for the company by himself he is advised to do so thus :— 


ACCEPTANCE OF BILLS OR ENDORSEMENT ON CHEQUE 


Accepted) [thess=—= = day of 7s cee EB ils 
Payaplonatpl nes eee wee eee eee Bank, Limited. 
OH OF ens ae ee arene cnn , Limited, and by its 
authority. 
Secretary. 


SIGNATURE OF CHEQUE 
For and on behalf of 


Secretary. 


1 Dey ». Pullinger Engineering Oo., [1921] 1 K. B. 77. 
2 See The Bills of Exchange Act, 1882, Section 26; and Elliott v. Bax-Ironside, [1925] 2 K. B. 301. 
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Usually the signatures of two of the directors are required, 
in which case the form of acceptance could be— 


ACOEPTED 
For , Limited, and by its authority. 


© wanna nnn nnn nnn naan nn ZRII SE 
Secretary. ©. D.J Directors. 


The signature of a cheque when directors are required to 
sign would be similar. 

The same observations apply to endorsements of bills, 
cheques, and notes. 

The Bills of Exchange Act, 1882, enacts (Section 91) that in 
the case of a corporation, where a bill, note, cheque, endorsement, 
&e., is required to be signed, it is sufficient if the document be 
sealed with the corporate seal. In this case the common seal 
of the company would be affixed, and the form of acceptance 
would run— 


ACCEPTED. 
(Date) 

Ag‘ witness the common sealiofis—s = te ee , Limited 

The common seal of the Company was affixed hereto in the 
presence of 

: Chairman. wey 
poe ee Te a Str ae ae Fa a ee eo oe Directors. 
SOCLCCOULY sae ge Pe ee et J 


Bills should never be accepted unless they are directed to the 
company. Sometimes they are addressed to the directors by 
mistake. Directors accepting bills thus addressed to themselves 
instead of to the company would incur a personal liability. 

Great care must be taken that the true title of the company 
appears upon the bill or note. A slight variance from the true 
title might make the directors and officers personally liable.* 

The secretary is one of the officers liable under the numerous 
provisions of the Act for the imposition of penalties, a list of 
which is set out on pages 312 to 325, infra, but he is relieved 
of liability in regard to failure to convene the annual general 
meeting, responsibility for which rests upon the directors. 


1 Atkins v. Wardle, [1889] 58 L. J. Q. B. 377. Well-known abbreviations such as ‘‘ Qo.’’ and 
‘* Ltd.” may apparently be used (see page 34, ante). 
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THE PROSPECTUS AND MATTERS PRIOR 
TO ALLOTMENT. 


A sEcrETARY is generally named in the prospectus of a company 
as A. B., Secretary pro tem.: that is to say, until such time as 
he shall be definitely appointed to his office by the company. 
The person so named may or may not be the person finally 
selected as secretary; but in any case he should attend to the 
provisions of Section 37, Sub-section 1, which makes ‘‘ every 
person who has authorised the issue of the prospectus ’’ liable 
for the consequences of misrepresentations contained therein. 
It is apprehended that the secretary, if he assist the promoters 
in publishing a false statement, or 1f he sanction a statement 
which he knows to be false by allowing his name to appear on 
the prospectus, may be made liable in damages for any losses 
sustained by reason of the untrue statement. But, inde- 
pendently of knowledge on his part, it is thought that he does 
- not render himself liable by merely consenting to act as secre- 
tary and allowing his name to appear in the prospectus. These 
propositions, however, cannot be advanced with absolute con- 
fidence until the question of the secretary’s liability, qua 
secretary, for misstatements in the prospectus has come before 
the Courts for judical decision. 

A person may not be appointed by the Articles of a public 
company, or be named in the prospectus, as a director or pro- 
posed director, except in accordance with the provisions of 
Section 140 (see page 43, ante). 

The prospectus must be dated, and a copy signed by every 
director or proposed director and lodged with the Registrar. 
In the absence of proof to the contrary, the date upon the 
prospectus is to be taken as the date of its publication. The 
Registrar will not register any prospectus unless it is so dated 
and signed. No prospectus may be issued until so lodged for 
registration, and every prospectus must state on the face of it 
that it has been lodged. The issue of a prospectus without a 
copy thereof being lodged as required by this section renders 
the company and every person knowingly a party to such issue 
liable to a fine (Section 34). 

By Section 35 and Part I of the Fourth Schedule, every 
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prospectus (except where published as a newspaper adver- 
tisement) issued by or on behalf of a company, or by or on 
behalf of any person who is or has been engaged or interested 
in the formation of the company, must state— 


(1) 


(2) 


(3) 


(4) 


(5) 


The contents of the Memorandum of Association, with 
the names, descriptions, and addresses of the signa- 
tories, and the number of shares subscribed for by 
them respectively ; 


The number of founders’ or management or deferred 
shares (if any), and the nature and extent of the in- 
terest of the holders in the property and profits of the 
company ; 


The number of shares (if any) fixed by the Articles as 
the qualification of a director, and any provision in the 
Articles as to the remuneration of the directors; 


The names, descriptions, and addresses of the directors 
or proposed directors; 


Where shares are offered to the public for subscription 
particulars as to— 


(i) The minimum amount which, in the opinion of 
the directors, must be raised by the issue of 
those shares in order to provide the sums, or, if 
any part thereof is to be defrayed in any other 
manner, the balance of the sums, required to be 
provided in respect of each of the following 
matters :— 


(a) The purchase price of any property pur- 
chased or to be purchased which is to be 
defrayed in whole or in part out of the 
proceeds of the issue; 


(b) Any preliminary expenses payable by the 
company, and any commission so payable 
to any person in consideration of his 
agreeing to subscribe for, or of his pro- 
curing or agreeing to procure subscrip- 
tions for, any shares in the company; 
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(c) The repayment of any moneys borrowed 
by the company in respect of any of the 
foregoing matters; 

(d) Working capital; and 

(ii) The amounts to be provided in respect of the 
matters aforesaid otherwise than out of the pro- 
ceeds of the issue and the sources out of which 
those amounts are to be provided. 


(6) The amount payable on application and allotment on 
each share, and in the case of a second or subsequent 
offer of shares the amount offered for subscription on 
each previous allotment made within the two preceding 
years, the amount actually allotted, and the amount 
(if any) paid on the shares so allotted’; 

The number and amount of shares and debentures 
which within the two preceding years have been issued, 
or agreed to be issued, as fully or partly paid up 
otherwise than in cash, and in the latter case the extent 
to which they are so paid up, and in either case the con- 
sideration for which those shares or debentures have 
been issued or are proposed or intended to be issued: 


(8) The names and addresses of the vendors of any pro- 
perty purehased or acquired by the company, or pro- 
posed so to be purchased or acquired, which is to be 
paid for wholly or partly out of the proceeds of the 
issue offered for subscription by the prospectus, or the 
purchase or acquisition of which has not been completed 
at the date of issue of the prospectus, and the amount 
payable in cash, shares, or debentures to the vendor, 
and where there is more than one separate vendor, or 
the company is a sub-purchaser,* the amount so payable 
to each vendor: provided that where the vendors or 
any of them are a firm the members of the firm shall 
not be treated as separate vendors; 


(9) The amount (if any) paid or payable as purchase 


— 
~ 
Ne 


1 The remedy of a shareholder who has been induced to take shares by a second prospectus not 
containing this information, is to recover damages from the directors. An omission of this kind 
does not entitle him to rescind (in re South of England Natural Gas Co., [1911] 1 Oh. 573). 

2 Generally speaking, a company is not a sub-purchaser for the purposes of this subsection unless 
it has to pay purchase money (including in this term debentures or shares) to some one other than its 
own vendor, e.g. to the vendor from whom the immediate vendor to the company purchased (Brooker 
v, Hansen, [1906] 2 Oh. 129), 
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money in cash, shares, or debentures for any such pro- 
perty as aforesaid, specifying the amount (if any) 
payable for goodwill; 

(10) The amount (if any) paid within the two preceding 
years, or payable, as commission for subscribing or 
agreeing to subscribe, or procuring or agreeing to 
procure subscriptions, for any shares in or debentures 
of the company, or the rate of any such commission: 
provided that it shall not be necessary to state the 
commission payable to sub-underwriters; 

(11) The amount or estimated amount of preliminary 
expenses ; 

(12) The amount paid within the two preceding years or 
intended to be paid to any promoter, and the con- 
sideration for any such payment; 

(18) The dates of and parties to every material contract, not 
being a contract entered into in the ordinary course of 
the business carried on or intended to be carried on by 
the company, or a contract entered into more than two 
years before the date of issue of the prospectus, and 
a reasonable time and place at which any material 
contract * or a copy thereof may be inspected; 

(14) The names and addresses of the auditors (if any) of 
the company ; 

(15) Full particulars of the nature and extent of the interest 
(if any) of every director in the promotion of, or in 
the property proposed to be acquired by, the company, 
or where the interest of such a director consists in 
being a partner in a firm the nature and extent of the 
interest of the firm, with a statement of all sums paid 
or agreed to be paid to him or to the firm in cash or 
shares or otherwise by any person either to induce him 
to become or to qualify him as a director, or otherwise 
for services rendered by him or by the firm in con- 
nection with the promotion or formation of the com- 
pany; and 

(16) If the prospectus invites the public to subscribe for 
shares in the company and the share capital of the 


1 A contract may be material although it has been wholly carried out. A mistaken view that a 
contract known to exist is not material, even if based on an expert opinion, is no answer to an action 
founded on the non-disclosure, however honest the directors may have been (Broome »v, Speak, [1913] 
1 Oh. 586; affirmed sub non, Shepheard wv. Broome, [1904] App. Oa. 342), 
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company is divided into different classes of shares, the 
right of voting at meetings of the company conferred 
by, and the right in respect of-capital and dividends 
attached to, the several classes of shares respectively ; 
(17) In the case of a company which has been carrying on 
business, or of a business which has been carried on 
for less than three years, the length of time during 
which the business of the company or the business to 
be acquired, as the case may be, has been carried on. 


The prospectus must contain a report by the auditors as to 
the profits of the company in each of the three financial years 
immediately preceding the issue of the prospectus, and the rates 
of dividends (if any) paid in respect of each class of shares in 
each of such three years, giving particulars of the shares on 
which dividends have been paid and of the cases in which no 
dividends have been paid. If no accounts have been made up 
in respect of any part of the period of three years ending on 
a date three months before the issue of the prospectus, the fact 
must be stated. If any part of the proceeds of the issue is to be 
applied in purchase of any business a report by accountants 
named in the prospectus upon the profits of that business in each 
of the three financial years immediately preceding the issue of 
the prospectus must be included (Part II, Fourth Schedule). 

Section 35 does not apply to the issue to existing members 
or debenture holders of a company of a prospectus relating to 
shares or debentures, whether with or without the right to 
renounce in favour of other persons (Sub-section 5). 

Every person who has entered into a contract, absolute or 
conditional, for the sale or purchase, or for any option of 
purchase, of any property to be acquired by the company, is 
deemed to be a ‘‘ vendor ’’ where (a) the purchase money is 
not fully paid at the date of issue of the prospectus, or (b) is 
to be paid or satisfied wholly or in part out of the proceeds of 
the issue offered for subscription by the prospectus, or (c) the 
contract depends for its validity or fulfilment on the result of 
such issue. If any of the property to be acquired by the com- 
pany is to be taken on lease, ‘‘ vendor ’’ includes the lessor, 
‘““ purchase money ’’ includes the consideration for the lease, 
and ‘‘ sub-purchaser ’’ includes a sub-lessee (Part III of Fourth 
Schedule). If published as a newspaper advertisement, the 
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prospectus need not specify the contents of the Memorandum 
or the signatories thereto and the number of shares subscribed 
for by them (Part I of Fourth Schedule). And if a prospectus 
is issued more than two years after the date at which the com- 
pany is entitled to commence business, the requirements as to 
the Memorandum, the qualification, remuneration, and interest 
of directors, the names &e. of directors or proposed directors, 
and the amount or estimated amount of preliminary expenses, 
do not apply (Part III of Fourth Schedule). 

A public company limited by shares or a public company 
limited by guarantee and having a share capital may not prior 
to the statutory meeting vary the terms of a contract referred to 
in the prospectus or statement in lieu of prospectus, except 
subject to the approval of the statutory meeting (Section 36). 

The word “‘ prospectus ’’ means ‘‘ any prospectus, notice, 
circular, advertisement, or other invitation, offering to the public 
for subscription or purchase any shares or debentures of a 
company ”’ (Section 380).* 

Any condition requiring or binding an applicant to waive 
the benefit of the statutory requirements as to a prospectus or 
purporting to affect him with notice of any contract, document, 
or matter not specifically referred to in the prospectus is void 
(Section 35, Sub-section 2). 

The practice is to issue with the prospectus forms of appli- 
cation for shares, which, as well as the prospectus, are settled 
by the promoters. A specimen of an ordinary application form, 
with the usual form of bankers’ receipt, is given on the following 
page. Section 35, Sub-section 3, prohibits the issue of any form 
of application for shares or debentures except with a prospectus 
which complies with the requirements of this section, unless the 
application form was issued in connection with a bona fide 
invitation to a person to enter into an underwriting agreement 
or in relation to shares or debentures not offered to the public. 
An application form may not, therefore, be issued with an 
abridged prospectus. Contravention of Sub-section 3 involves 
liability to a fine of £500. 

If a company allots or agrees to allot any shares or debentures 
with a view to their being offered for sale to the public, any 
document by which the offer is made to the public is to be 
deemed for all purposes to be a prospectus issued by the com- 


1 See also pages 14 and 15, ante. 
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This Form of Application should be sent entire to the Company’s Bankers, The.________________._Bank, Limited 


THE PROSPECTUS AND 


LIMITED 


FORM OF APPLICATION FOR SHARES 
(To be retained by the Bankers.) 


TORCERD UC CCOT SO fim ne ee ee re eee , LIMITED. 


GENTLEMEN, 

Having paid to the Company’s Bankers (THE______--__-- BANE, 
Limitep) the sum of £________ , being a deposit of________ per Share 
on application for__________ Shares of £5 a= eres each in the above- 
named Company, I request you to allot me that number of Shares, and 
I hereby agree to accept the same, or any less number that you may 
allot to me, upon the terms of your Prospectus dated the________ day 
Olas , 193 , and the Memorandum and Articles of Association 
of the Company; and I authorise you to place my name on the Register 
of Members of the Company in respect of the Shares allotted to me. 


Yours faithfully, 


Usuats Signature. 32 2 eee eee 
Name in: full2 Ose BS eee ee 
Address'tn*fullss 26 eee ee oe ees 
Prof esstons 0? Business cee ne ee eee 


DOK IK KOKO NOOO IOI IORI 
siagthente Untonch ttt nd at gs iene ee aes LIMITED 


BANKERS’ RECEIPT 
(To be returned to the Applicant.) 


iN OF) ee 
DyECEA EN tne se ee day of er Oe wae pos 
ETON Se Meee Oe ye ae ne 9 the .Sum Of tas. eee ee ee 
DENG a Geposit Ofie nme ee Ae per Share’ One eee Shares of 
fie ee SF each in the above-named Company. 
for Cup eses see Bank, Limitep, 
£ 
tea RCA ee 


This Receipt should be preserved, to be exchanged for the Share Certificate 
when ready. 
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pany, and all the provisions of the law relating to prospectuses 
are to apply thereto, and the offer for sale must also contain the 
further particulars prescribed. The offer for sale must be 
signed by the persons by whom it is made, or their agents 
authorised in writing, as if they were persons named in a pros- 
pectus (Section 38). Shares or debentures are deemed to be 
allotted, or agreed to be allotted, with a view to their being 
offered for sale, and to be subject to the requirements of the 
section, if an offer of the shares or debentures is made within 
six months of the allotment or agreement to allot, or if at the 
date when the offer is made the whole consideration to be re- 
ceived by the company has not been received (Section 38, 
Sub-section 2). Companies incorporated outside Great Britain 
offering shares for sale are subject to the provisions of 
Sections 354 to 356. 

Occasionally the money payable upon application is to be sent 
to the company instead of the bankers. In such eases the form will 
be modified accordingly, and the words in heavy type on the left- 
hand side of the form will also be altered or omitted. But the 
form given is recommended, as being both usual and convenient. 

Sometimes the following note is added to the application 
letter :-— 

If you desire to pay in full on allotment, sign the following:— 

I desire to pay in full on allotment, recewing interest from date of 
payment, 

It is recommended that the application forms be printed on 
paper distinct in colour for each class of shares—e.g. ordinary, 
preference, or founders’ shares—or debentures. 

A person chosen to fill the office of secretary will at times 
be called on to enter as a trustee into a preliminary contract for 
the sale of a business to a company about to be formed. The 
object of this is to secure the interest which is to be transferred 
by the contract; but of course the contract may be entered into 
by the company itself after incorporation. Before doing so, the 
secretary is advised to see that all proper precautions are taken 
to protect him in every contingency from personal responsibility 
under the agreement to which he is a nominal party. This is 
usually done by providing in the agreement that upon the 
adoption of the agreement by the company the trustee shall be 
discharged from all liability in respect thereof, and that if the 
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agreement be not adopted by the company by a certain date 
either party may rescind the same. 

‘¢ Adoption ’’ is used in a loose sense. A company cannot, 
strictly speaking, ‘‘ adopt ’’ a contract entered into before its 
incorporation. A new contract must be entered into between 
the company and the vendor direct. 

A person who, at or after the time of a sale of property to 
him on behalf of a company about to be formed, bargains for 
a benefit to himself out of shares to be issued to the vendor, 
and who afterwards, as secretary, allows the directors to allot the 
shares to the vendor without mentioning this circumstance, may 
be made liable to pay damages as a misfeasant under Section 276. 
The measure of damages will be the highest value which the 
shares received in such a way have ever possessed. If any other 
shares have been taken up and paid for in cash, the damages 
may be the full nominal value. A secretary of a company is an 
“* officer ’’ of the company within that section.’ 

As an officer of the company, a secretary may also be respon- 
sible for the delinquencies of those in his employ. For instance, 
when a secretary employs a clerk he may be made liable under 
the same section for misappropriations of his clerk, even if the 
misappropriations take place without the knowledge of the 
secretary.” The reason is that the secretary gives authority to 
the clerk to act for him, and is therefore responsible for the 
wrong done by his agent the clerk, although the clerk is not 
himself an officer of the company. 

The secretary should therefore be cautious as to the persons 
he leaves in charge of the office in his absence. A clerk left in 
charge of the registered office during the absence of the secretary 
may be treated as the clerk in charge for the purpose of receiv- 
ing notices &c. which will be binding on the company.® 

The secretary cannot consider himself legally appointed until 
his appointment has been made by the company itself after 
incorporation. The appointment is usually made by a resolu- 
tion of the board of directors after the company has been regis- 
tered. It may also be made, though this course is less usual, by 
a regular agreement formally drawn up and made between the 
company of the one part and the secretary of the other part. 
Whether appointed by resolution or under an agreement, pro- 


1 McKay’s Case, [1875] 2 Oh. D. 1. 2 Ex parte James, [1905] 49 L. T. 530. 
3 Truman’s Case, [1894] 3 Ch. 272. 
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vision will probably be made for the appointment of the secre- 
tary for a definite term of years at a fixed salary. Before 
discussing the rights of the secretary to compel the company to 
adhere to the bargain made with him, it should be observed that 
the appointment ought to be made by the company itself, as any 
agreement made by some person on behalf of a company about 
to be formed is in itself nothing more than a contract with the 
person signing the agreement, and will not give the secretary 
any rights against the company. In the latter case the secretary 
is advised to procure a fresh agreement with the company 
when formed in the exact terms of the old one, or a resolution 
declaring the duration of his appointment and the amount of 
his salary. It is clear that a resolution of the board appointing 
the secretary is an exercise of the power of the directors which 
may be ratified by the company. Therefore both in the case of 
a resolution of the board and of an agreement after incorpora- 
tion the secretary has a claim against the company itself in the 
event of a wrongful dismissal. 

The case of re Dale and Plant’ shows the importance of 
proceeding in a regular manner. In that case an agreement 
was made before the incorporation of a company that one B 
should be the secretary for a period of five years at a 
specified salary. At the first meeting of the directors after the 
incorporation of the company a resolution was passed confirming 
the agreement with.B. The Memorandum and Articles were 
signed by B, and one of the Articles contained a clause that B 
should be secretary of the company for five years, and that the 
directors might adopt the preliminary agreement. There was 
also power in the Articles for the directors to appoint a secre- 
tary. The Court held that there was no appointment binding 
on the company, and that in a winding up B was only entitled 
to remuneration for the actual work he had done. 

It will be observed that the provisions in the Articles did not 
assist the secretary, the reason for this being that the Articles 
only constitute a contract between the company and its members 
and between the members of the company among themselves,’ 
not between the company and a third person. The attempted 
confirmation by the directors was a nullity—first, because the 
agreement was made with the promoters, not the company; 
secondly, because a company cannot ratify any contract made 


1 61 L. T. 206. *See page 25, ante, 
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before it came into existence. B should have obtained a new 
agreement in the terms of the old one immediately after the 
incorporation of the company. He could then have claimed for 
the value of five years’ services. 

If the company itself has duly appointed the secretary, and 
stipulated that his engagement shall last for, say, five years, 
can he, in the event of a dismissal prior to the expiration of 
that term, compel the company to employ him for the full period 
of five years if he has observed the terms of the agreement and 
has not been guilty of any fraud or gross misconduct? In case 
of fraud or gross misconduct the company can dismiss him with- 
out notice or compensation, and terminate his engagement.* But, 
independently of fraud or gross misconduct, the law is that even 
if the secretary of a company has observed his agreement, he 
cannot, if the company arbitrarily dismiss him, compel it to 
carry out the literal terms of the agreement. The reason is to 
be sought in the nature of the contract. The secretary is the 
agent of the company, and the contract is legally one of hiring 
and personal service merely,” and in a reported case* Lord 
Esher spoke of a secretary of a company as a ‘‘ mere servant, 
bound to do what he is told.’’ A contract of hiring and service 
will not be ordered by the Court to be specifically performed on 
the ground that such contracts are of a personal and confidential 
character, and cannot be enforced by the Court with any hope 
of real success. Obviously it would be .absurd to compel a 
company and a secretary on bad terms with each other to work 
together for any length of time. Such a state of things would 
benefit neither party, and might be ruinous to the company. 

A secretary might possibly enforce a literal compliance with 
the agreement if he were a member of the company or a holder 
of shares and the Articles provide for his appointment, by 
applying for an order restraining the directors from dismissing 
him; but it is very doubtful whether the Court would make the 
order.“ His only remedy practically will be—(a) If the com- 
pany is a going concern to bring an action for damages; or 


1 Boston Deep Sea Fishing Oo. v. Ansell, [1888] 39 Ch. D, 339. 

2 Mair v, Himalaya Tea Oo., [1865] L. R. 1 Eq. 411. 

3 Barnett v. South London Tramways Oo., [1886] 18 Q. B. D. 815; and see page 50, ante, 

4 See Harben », Phillips, [1883] 23 Oh. D.14, In Bainbridge v. Smith, 41 Ch. D. 462, the Court of 
Appeal refused to interfere in the case of a managing director. An order might, however, be granted 
in the case of an ordinary director (see British Murac Syndicate v. Alperton Rubber Oo., [1915] 
2 Oh. 186) appointed under a contractual right to nominate directors. 
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(b) If the company is being wound up to prove in the winding 
up for the value of his salary for the unexpired residue of the 
term of his engagement.* 

The measure of damages and the value of the unpaid salary 
will depend upon the particular circumstances of each case. In 
many instances the agreement fixes the compensation payable 
for loss of office. An agreement to engage a secretary for a term 
of years should be in writing, because by the Statute of Frauds 
(Section 4) agreements not to be performed within a year must 
be evidenced by writing. 

For a detailed discussion of the position of a secretary in 
special events, such as winding up or the appointment of a 
receiver, see page 396 ef seq., post. 


1 See Yelland’s Case, [1867] L.R. 4 Eq. 350 and ex parte Clarke, [1869] L.R. 7 Eq. 550. 
s.M.—3 
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Arter the issue of the prospectus, the next question which will 
oceupy the secretary’s attention will be that of making arrange- 
ments with the bankers of the company for dealing with the 
applications for shares, and to carry out the allotment. Before 
dealing with this matter in detail we will make a few observa- 
tions on the general law. 

Section 25 enacts that the subscribers to the Memorandum 
of Association shall be deemed to have agreed to become 
members of the company, and upon the registration shall be 
entered as members on the Register of Members, and every 
other person who has agreed to become a member and whose 
name is entered on the Register of Members shall be a member 
of the company. 

This enactment shows that persons become members of a 
company (that is to say, shareholders) in the first instance 
either by simply subscribing the Memorandum and Articles, 
or by entering into a contract with the company to take shares, 
followed by allotment and entry on the Register. The latter 
is the usual way by which the general public (7.e. persons to 
whom the company is under no obligation to allot shares) 
become members of a company. The contract is generally 
effected by a letter of application, a form of which has been 
already given at page 60, ante, followed by a letter of allot- 
ment properly stamped (with a sixpenny stamp if the nominal 
amount is not less than five pounds, and a penny stamp if 
under five pounds), which is posted to the applicant. A letter 
of allotment of a fractional part of a share must be stamped 
on this basis (Revenue Act, 1909, Section 9). There is no binding 
contract until the allotment has been communicated to the 
applicant for shares,* but the communication is sufficient if the 
allotment letter is posted, even if it is never received.2 The 
date of the posting of the letter of allotment therefore in most 
eases marks the completion of the contract, and the company is 
then bound to place the applicant on the Register, and the 
applicant is bound to take up and pay for the shares allotted. 


1 Pellatt’s Case, [1867] L. R. 2 Oh. 527. 
2 Household Fire Insurance Oo. v, Grant, [1879] 4 Bx. D. 216. 
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Cases where notice of allotment is not necessary sometimes occur 
—for instance, where the company is under some liability to 
allot shares to a particular individual. Thus, if it is part of an 
arrangement between a secretary and a company that the secre- 
tary shall take shares in the company, an application for shares 
will constitute a binding contract without further notice of 
allotment. No allotment letter should be sent to subscribers to 
the Memorandum for the shares thus subscribed for, but in the 
ease of members of the general public, to whom the company is 
under no liability to allot shares, a notice of allotment is 
indispensable. 

A specimen letter of allotment is given on page 68, post. 

Signatories to the Memorandum of Association who are 
desirous of becoming the holders of a particular number of 
shares sometimes state that the number of shares they apply 
for is intended to include the number subscribed for when 
signing the Memorandum. In such a case the letter of allotment 
will of course be for the number of shares stated on the applica- 
tion form, less the number appearing against the applicant’s 
name on the Memorandum. 

With regard to the first allotment of shares offered to the 
public it is provided by Section 39, Sub-section 1, that no such 
allotment may be made unless the amount stated in the pros- 
pectus as the minimum amount which in the opinion of the 
directors must be raised by the issue to provide for the matters 
specified in paragraph 1 of Part I of the Fourth Schedule (see 
page 55, ante) has been subseribed, and the sum payable on 
application for the amount so fixed and named has been paid to 
and received by the company. For the purposes of the sub- 
section referred to a sum is to be deemed to have been paid to 
and received by the company if a cheque for that sum has been 
received in good faith by the company and the directors have 
no reason for suspecting that it will not be paid. 

If the directors go to an allotment in contravention of this 
section any applicant can avoid it, so far as he is concerned, 
within one month after the holding of the statutory meeting or, 
where the company is not required to hold a statutory meeting 
or the allotment is made after the statutory meeting, within one 
month after the allotment, notwithstanding that the company 
is in course of being wound up (Section 41, Sub-section 1). The 
notice of avoidance need not specify the ground of avoidance. It 
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This Form to be sent Entire, with the amount payable on Allotment, to The____________________----- Bank, Limited. 


ALLOTMENT. 
IN OVS saeeseenee 
ia incl cM Pe LIMITED. 
ALLOTMENT LETTER [Stamp.] 

os eee 193). 

Sir (or MapamM), 
Pursuant to your application for Shares in_________----------- 3 
LIMITED, there have been allotted to you_____._._______------- Shares of 


The amount payable on Allotment in respect of the 


Shares allotted to you ( per Share) is £ 


be paid by you 


TOR alee ae tee ees Secretary. 


DD DAR OK DK OOK KOO IOIOK 


Ai See Aten Oe ee ecaet eee Tease LIMITED 


BANKERS’ RECEIPT FOR PAYMENT ON ALLOTMENT 


(To be returned to the Allottce when signed by the Bank.) 


Pi ieee Rp ee oe 193... 
EASES 1 Sa C27 | RN a aE ree a, ENE SRLS a ten 
TO) nts ee NE Pe mone eee Cw 2 ee te » payment 
in srespect’ of aries te Wek Meine eee Shares allotted to him in 
ene eg gd BT 
& Ee Sun For cit or: 4 Sees Bank, LIMITED, 


This Receipt must be preserved, to be exchanged for the Share Certificate 
when ready, 
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must be given within the month; but legal proceedings need not 
be taken within the month, though they should follow promptly if 
the company refuses to comply with the notice... The word 
** prospectus,’”? as used in this section, means the document 
offering shares to the public upon the basis of which the 
applicant has actually subscribed. Those who have subscribed 
privately, or upon the faith of a proper prospectus, are not 
entitled to the return of their money merely because some other 
applicant is so entitled through having subscribed on the 
strength of another prospectus which did not state the amount 
of the minimum subscription.” A small amount of acquiescence 
after knowledge would, however, bar any right of rescission.* 

The amount so fixed and named is reckoned exclusively of 
any amount payable otherwise than in cash (Section 39, Sub- 
section 2). 


The amount payable on application on each share must not 
be less than five per cent. of the nominal amount of the share 
(Sub-section 3). 

If these conditions have not been complied with on the 
expiration of forty days after the first issue of the prospectus, 
all money received from applicants for shares must be forthwith 
repaid to them without interest. If any such money is not 
repaid within forty-eight days after the issue of the prospectus, 
the directors of the company may render themselves liable to re- 
pay the money, with interest at five per cent. from the expiration 
of the forty-eight days (Sub-section 4). If, however, the directors 
do proceed to allotment, notwithstanding that the above-mentioned 
conditions have not been complied with, their liability assumes 
a different form, and is governed by the provisions of Section 41, 
Sub-section 2.4 That is to say, any director knowingly con- 
travening or authorising the contravention of the provisions of 
Section 39 as to allotment will be lable to compensate the com- 
pany and the allottee for any loss, damages, or costs which 
they have sustained or incurred thereby. Proceedings under 
this sub-section cannot be commenced more than two years after 
the date of the allotment (Section 41, Sub-section 2). 


1 National Motor Mail Coach Co., [1908] 2 Oh. 228. 

2 Per Parker, J., Roussell v. Burnham, [1909] 1 Oh, at page 131. 
3 Finance and Issue v. Canadian Produce, [1905] 1 Oh. 37. 

4 Burton v. Bevan, [1908] 2 Ch. 240. 
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A company having a share capital which does not issue a 
prospectus, or which having issued a prospectus has not pro- 
ceeded to allot any of the shares or ‘debentures offered to the 
public by that prospectus, may not allot any shares or deben- 
tures unless at least three days before the allotment of either 
shares or debentures there has been lodged with the Registrar 
a statement in lieu of prospectus in the form and containing the 
particulars set out in the Fifth Schedule to the Act and signed 
by every person named therein as a director or proposed director 
or his agent authorised in writing (Section 40). 

An allotment of shares, payable in cash, in contravention of 
Section 40 is voidable under Section 41, Sub-section 1, within 
one month of the holding of the statutory meeting, or where 
the company is not required to hold a statutory meeting or the 
allotment is made after the holding of the statutory meeting 
within one month after the allotment, and under Section 41, 
Sub-section 2, any director knowingly a party to the contraven- 
tion is liable to compensate the company and the allottee. 

Any allotment by a public company which has neither issued 
a prospectus nor lodged a statement in lieu thereof appears to be 
altogether void.” But if a statement has been lodged and a 
certificate obtained that the company is entitled to commence 
business, inaccurate or insufficient particulars do not render 
the statement a nullity, or an allotment absolutely void.’ 

An applicant for shares cannot waive compliance with any 
of the requirements of Section 39 (Sub-section 5). 

The second paragraph in the foregoing allotment letter may 
be modified as follows to suit circumstances :— 


Where the Payment on Application covers Instalment on Application 
and partly on Allotment also— 
The amount payable on Application (____per 


Share) and Allotment (___. per Share) on 

_.__Shares is ao : 
The amount you have paid on Application is £ 2 
Balance due from you. : 4 : ee 


1 Blair Open Hearth Furnace Co,, in re, [1914] 1 Ch, 390. 

2 This was so held in Blair Open Hearth Furnace Co., in re, ante; and by two of the Lords 
Justices in Jubilee Cotton Mills, in re, [1923] 1 Oh, 1, and by Lord Dunedin on the appeal to 
the House of Lords, [1924] A.C, 958. Lord Sumner, howeyer, expressed a contrary opinion. By 
Section 40 of the Act of 1929, every director knowingly authorising or permitting such an allotment 
is liable to a fine of £100, As to companies which file a statement in lieu of prospectus see page 15, 
ante, 
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Where the Payment on Application exceeds the Amount due on Appli- 
cation and Allotment— 
The amount you have paid on Application is . £ : : 
The amount payable on Application (____per 
Share) and Allotment (____per Share) on 
# +» Sharesvis/i is . " . ; epee : 5 


Balance due to you . ; : : : Geass 


for which amount a cheque is annexed. 


Where the Payment on Application exactly covers the Amount due 
upon Application and Allotment— 


The amount you have paid on Application is . £ 
The amount payable on Application (____per 
Share) and Allotment (____ per Share) on 
pee Shares is si. : 2 3 : et : ; 
which is discharged by crediting you with the amount paid on Application 


as above. 
f 


Another form of allotment letter which is commonly used by 
public companies is given on page 72, post. It will be 
observed that this has printed with it a Form of Receipt for each 
instalment, and side by side with each receipt a note showing 
serial number, description of call, and amount. These notes, 
being divided from each other and from the receipts by per- 
forations of the paper, can be detached one by one by the bankers 
and passed on to the company, the document in each case being 
returned to the shareholder. If this form be used the allotment 
stamp will also suffice for the various receipts, no matter what 
the amounts; but there must be no perforation of this part of 
the paper, the allotment letter and receipts forming one complete 
document. 

Where allotments may be split, the Letter of Allotment 
should state the procedure for obtaining split letters of renun- 
ciation. 

Where different forms of allotment letters are used in accord- 
ance with modifications shown on this and the previous page, the 
words ‘‘ Form A,’’ ‘‘ Form B,’’ &¢., may be printed on the 
top right-hand corner, so that each form can be readily dis- 
tinguished. 

Where no shares are allotted in pursuance of the application 
a letter of regret is sent, to which is usually attached a printed 


This Letter must be sent Entire to the Company’s Bankers 


Wee ALLOTMENT. 


ph tauss 3, ai srt ni mal heed, Shy , LIMITED. 
ISSUE of 200,000 PREFERENCE SHARES of £1 each. 


Ss Ss ee Eee. OneALLOTmMVWENT (6d. Stamp. } 
Oe ae re NS as ee Be ee ee ee aa 
Siei(or MADAM), en ee een ena eee a eee eee 193 
In response to your application for___.________- Preference Shares of the above-named 
Company, I have to inform you that the Directors have allotted you__________ Shares. 
The amount payable on application is £ 
The amount payable on allotment is. . £ 
Making together .. ae £ 
The amount already paid by youis .. £ 
There is, therefore, a balance due from you of .. ee 
Please pay this sum to the Company’s Bankers, THE_________ BANK, LIMITED, forthwith. 
The remaining instalments will be payable as to 5s. per Share on the__________ , 193 ; and 


as to 5s. per share on the_____-_-~--_-. 5193 . 

This letter must be produced at the Bank on payment of each instalment, and the proper receipt 
taken. 

The Share Certificates, when ready (of which due notice will be given), will be delivered in ex- 
change for this Allotment Letter, duly signed by you, and the Bankers’ Receipts for the amounts paid 
thereon. 


POR EE Sh EPS ees Secretary, 
NOTE.—This Letter should be carefully preserved. 
Receibed Share Certificate No.______.. for the above-mentioned Shares. 
UA LIE Se a a a ee eke se eee et 
SUQNGRUN ee So aw eh nes i ee 
sk tye debe SD 5 Rae , LIMITED. nde lps eG nn by Be ke TIM 
Bankers’ Receipt for Final Instalment | Final Instalment payable on......... ae Le 
payableon_>__-----..-— » 193 . 
Heceived the______ CL) 5 198, | Ne.-2 oe 
thecsumros Caxias ee ee , being the 
Final Instalment of 5s. per Share payable on 
sige ent eee is. EE 
Mon ees kee -BANK, LIMITED. 
ee ee ee » Cashier. Date paid. =. 3. 192 
wok Suo te abe eee , LIMITED. SS ae nie ORK He, videak ewe IIE Oh Bye 
Bankers’ Receipt for Instalment payable Instalment/ payable on............ » 193 
ON =. Scosssceues > 193 . 
Received the______. ORO a enees, Ee | CBee 
ThETSHIN Of Bic eee , being 
the Instalment of 5s. per share payable on 
£ 
SE 6 ape rs Soo a, »193 ~~. Sa a 
OP. ee. saceee BANK, LIMITED. 
(onde eee eee » Cashier. DALE PALA. .ccsversevercrevey LGB 
(2a SR ee Ie yet , LIMITED. yeatas cins'va oubpununeviauaccp slants Neve tybal VETO HDD 
Bankers’ Receipt for amount payable on Amount payable on Allotment. 
Allotment. 
Received the______. day of ae BOG! NP RN Ois cenateons 
SHERATON Gea ep eC, , being 
the amount payable on Allotment. £ 
FomiTHn wee. Soo. 8 BANK, LIMITED. . ial ot 


PS a aE em ; Cashier, | Date paid........ eANesenenneds » 193 


Say 
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form of cheque, duly stamped. A form similar to the following 
may be used :— 


Sr, 
Referring to your application for Shares in this Company, I regret 
to say that, owing to the large subscription for the same, the Directors 
have been unable to make you any allotment. I therefore beg to forward 


herewith a cheque on the Company’s Bankers for £ : : , the 
amount of the deposit paid by you. 
Fi ema: May Cerne 2 ARR ERS MOTs tf ST Sind PT Ole 
Secretary. 
FOI OOOO OOOO OOK 
OEE EATERS Sa , LIMITED 
Ti 
Udi st 198. Stamp” 
Por Lobe ss) stan et BANE, LIMITED. 
PAVE LO} Ue “OLUGT Olea era e ewan. fee Saat ee on ee 
Se TLCP RERTIER Chen oe ak a ee , the amount of deposit paid 
on application for Shares of this Company not allotted. 
£ ee er ee ee ery ie ee NS | Directors 
Signature of Payee. Secretary. 


When ‘‘ vendors’ shares ’’ have to be dealt with, or indeed 
any shares allotted in whole or in part for a consideration other 
than cash, the requirements of Section 42, Sub-section 1 (b), 
must be borne in mind. In such cases the company must, within 
one month after allotting the shares, lodge with the Registrar a 
contract in writing constituting the title of the allottee to the 
allotment together with any contract of sale, or for services or 
other consideration in respect of which the allotment was made, 
such contracts being duly stamped. Where such a contract is 
not reduced to writing, particulars of it in the prescribed form, 
and stamped with the same stamp duty as would have been 
payable if the contract had been in writing, must be lodged 
within one month after the allotment; and the Registrar may, as 


3.M.—3* 


74 ALLOTMENT. 


a condition of filing the particulars, require the stamp duty to be 
adjudicated (Sub-section 2). Every director, manager, secre- 
tary, or other officer knowingly a party to any default under 
these provisions is liable to a heavy fine for every day during 
which it continues; but the Court, on being satisfied that the 
omission was accidental or inadvertent, may extend the time 
for lodging on the application of the company or any person 
liable for the default. Legal advice will sometimes be necessary 
as to what documents should be lodged. A return must also be 
lodged stating the number and nominal amount of shares so 
allotted, the extent to which they are to be treated as paid up, 
and the consideration for which they have been allotted.’ 

The contract to take shares need not necessarily be in writing, 
though for obvious reasons it always should be. Applications 
for shares may be withdrawn by word of mouth, or by conduct, 
as well as by communication in writing; but if the notice of 
withdrawal reaches the company after the letter of allotment 
has been posted it will be ineffectual.’ 

If the application be made subject to a condition, it is often 
a question whether a completed contract has arisen. In the 
same way, if a condition be introduced into the letter of allot- 
ment in answer to an unconditional application, there will be 
no contract. The date of a withdrawal by letter is the date of 
the receipt of the withdrawal by the company, not the date of 
posting.* Unless dispensed with by the applicant, a notice of 
acceptance is absolutely necessary to make the contract binding. 
The notice of acceptance, as before stated, is generally a letter of 
allotment, and the date of posting the letter marks the comple- 
tion of the contract. Great care should be therefore taken to 
preserve an accurate record of the time of posting. 

Shares should never be allotted to an infant, idiot, or lunatic; 
and in the case of a married woman, where there is any liability 
on the shares, it may be advisable to obtain satisfactory evidence 
that she has separate property. 

The offer to take shares must be accepted either at the time 
fixed by the contract itself, or, if there is no date fixed, within 
a reasonable time, the length of which will depend on cireum- 
stances, otherwise the application will be considered as declined. 


1 See page 86, post, for a form of Return of Allotments. 

2 Harris’s Oase, [1872] L. R. 7 Ch. 587. 

3 Byrne v. Van Tienhoven, [1880] 5 O. P, D. 344. 

4 Household Fire Insurance Oo. v. Grant, [1879] 4 Ex. D. 216. 
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Of course the applicant may acquiesce in an allotment of shares 
after a long delay; but in most cases delay would be fatal. 

Companies and private partnerships (unincorporated) may 
become the allottees of shares. If therefore a partnership firm 
applies for and receives an allotment of shares, the members of 
the firm should, properly speaking, be entered in the allotment 
list as joint holders. If a company applies for shares, inquiry 
should be made whether the company has power under its 
Memorandum, Deed of Settlement, Charter, or private Act of 
Parliament to hold shares. If there is such power, the company 
will be entered on the list in its corporate name. 

Occasionally the shareholders in a company become entitled 
to have new shares allotted to them, and it may be convenient to 
allow them, if they desire to do so, to renounce their right to 
the allotment of the new shares. This is effected by means of a 
properly stamped? letter of renunciation. The shareholder 
entitled to have the new shares allotted to him is generally 
given the option of appointing a nominee in his stead, who signs 
a form of acceptance attached to the letter of renunciation, or 
otherwise signifies his assent to the renunciation. Letters of 
renunciation must not be confused with letters of withdrawal, 
which are merely withdrawals of the applications for shares 
before there is a completed contract, and which require no 
stamp. 

An omission to observe the requirements of the Stamp Act as 
to stamping a letter of allotment or of renunciation renders the 
secretary liable to a penalty (Stamp Act, 1891, Section 79). 

The following is a form of letter of renunciation applicable 
to the case of an allotment of new shares :— 


To the Secretary of 


Bijan ee ns AA ed a | ie ee » LIMITED. 
Sr, 

I, the undersigned A. B., being the registered holder of____________ 
Shares in the above-named Company, which I have sold to C. D., 
Ley eens ms arene or ees Eee , hereby renounce in favour of the said C. D. 
all right, title, and interest which I may have in respect of the Shares 
hereinbefore mentioned in or to the new Capital of £.___________________ 
authorised to be created by a special resolution of the above-named 
Company passed at a General Meeting held on the____________ day of 
193 . And I the said C. D. hereby assent to such 


1 See page 344, post. 


76 ALLOTMENT. 


Witness to the Signature of the said A. B. ) 


| PAN ob: STAMP- 


Occupation 


Witness to the Signature of the said C. D. 


ANOTHER FORM 
(Applicable to Cases of Reconstruction) 


To the Directors of 


ee ee a LIMITED 
Referring to your circular letter of the____________ 1937) 7 2 ace 
renounce in! favour) Ota se seen ee thes Shares Sines sees ewe 
Limited, to which I am entitled in respect of the Shares held by oe 
Lhe ea ale oe 2 ee Sees , Limited (in liquidation). 


Nani = Fert, SA) A eee ee EIS DAM Pees eee 
ACGOiGSS pe & eo ee Se ee Be ae 2 ee 
Deservptton: 9 ea ee ge Be A eee ee eee 
Dated thes reas CRP ROf-RS Sa 193 


The manner in which the process of allotment is actually 
carried out in practice will now be considered. In the first 
place, attention must be carefully directed to the provisions of 
the Articles regarding allotment. If the requirements of the 
Articles—e.g. as to the number of directors to make the allot- 
ment &¢e.—be not rigidly observed, the allotment may be in- 
validated. The arrangements made with the bankers as to the 
manner of dealing with the letters of application for shares as 
they come in should be made before the issue of the prospectus, 
if possible. The application forms in many eases will be for 
different classes of shares, and coloured accordingly. The 
bankers should, in cases where applications are likely to be 
numerous, be requested to keep a separate account for each class 
of shares. The work can be further facilitated by arranging 
with the bankers to enter the particulars on separate sheets 


ALLOTMENT. (he 


instead of in the pass book, the total amount only being then 
entered in the pass book. These separate sheets can in that 
case be prepared and dealt with immediately by as many clerks 
as may be necessary without waiting for the writing up of the 
pass book. This will greatly facilitate the subsequent steps 
necessary for successfully conducting the allotment. The 
bankers, if no request is made to them on this point, may, for 
their own convenience, number the applications as they come 
in, and enter numbers only in the pass books, without giving 
the names of the applicants; but they should be requested to 
enter the names of the applicants in the pass books and leave the 
numbering to the secretary. The secretary would then affix 
numbers to the allotment letters, which last-mentioned numbers, 
appearing on all subsequent forms and notices, might be entered 
in the pass books by the bankers against the amounts paid on 
account of allotment and future calls. By this means payments 
or deposits made on application are easily distinguished from 
payments made on account of allotment or further calls, and the 
arrangement will assist the bankers should they be required to 
give a certificate for Stock Exchange purposes as to what has 
been paid on account of applications. 

The advantage of having application forms for different 
classes of shares printed on paper of different colours 
has already been pointed out, but it must not be too readily 
assumed that an application is necessarily made for the class of 
shares indicated by the colour of the application form. 
Experience shows that applicants for shares alter application 
forms in a variety of ways. It is therefore essential to examine 
all the application forms carefully to discover what alterations 
(if any) have been made, and whether the applications are 
actually made for the class of shares (ordinary, preference, 
&e.) indicated by the colour of the form. 

The names and amounts having been checked by the pass 
book, the applications should be numbered at the top right-hand 
corner in the order in which they have been entered in the pass 
book, and then handed to the clerks for entry on the sheets 
prepared for list of applications and allotments, of which a 
specimen form is given on page 80, post. It is intended that 
this list shall, until the Register of Members has been written 
up, serve as the Regisiter of Members. Care must be taken that 
the list satisfies the requirements of Section 95 of the Act, 
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which are set out under the heading of ‘‘ Rectster or MEMBERS,”’ 
page 102 et seq., post. 

In Ex parte Cammell (1894, 2 Ch. 392) allotment sheets 
were prepared at the company’s office before the Register of 
Members had been written up for use at a directors’ meeting. 
They contained the names of proposed allottees, with the par- 
ticulars concerning each required to be contained in the Register 
of Members by The Companies Act, 1862 (Section 25), except 
that the occupations of the proposed allottees were not stated. In 
these sheets one column was provided for reference to the formal 
Register of the company. The sheets were fastened together 
by a paper fastener, and they bore the title of ‘* Allotment 
Book,’’ it being intended that they should be eventually bound 
up together. At the directors’ meeting the sheets containing 
the allotments which were made were signed by the chairman 
and secretary. The company had no formal Register until 
about two months later, when the entries in the allotment sheets 
were copied into the formal Register. The Court of Appeal 
considered that these sheets could not be regarded as a Register 
of Members, because they were not treated as such pending the 
completion of a formal book. But it is clear from this case that 
if the allotment sheets had actually been intended by the 
directors as a Register of Members within The Companies Act, 
1862, and had been so treated by them, the mere informality of 
the entry in some particulars would not have made the registra- 
tion invalid. Lord Justice Lindley said, in giving judgment,’ 
‘* A book or document intended to be a Register may be admitted 
as a Register, although the requirements of the Act of Parlia- 
ment (7.e. The Companies Act, 1862, Section 25) as to keeping a 
Register have not been regularly complied with; but I am not 
aware of any authority for saying that rough memoranda or 
sheets of paper not intended as a Register at all, but intended 
as materials from which a Register may be prepared, can be a 
Register. It is clear from the evidence that these allotment 
sheets were never intended to be the Register. They were 
allotment sheets giving certain details respecting the allottees, 
and containing a column referring to the Register, and were 
intended as materials from which the Register was to be formed 
as distinguished from the Register itself. We should be strain- 
ing the language of the Act of Parliament and straining the 


! Wz parte Cammell, [1894] 2 Oh, at page 398. 
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evidence if we were to hold that these sheets constituted the 
Register.’’ It will be observed that the sheets in this case 
contained references to the formal Register, thereby clearly 
showing that the book subsequently compiled was to be the 
Register of Members. 

The first names entered on the list made will be those of the 
subscribers to the Memorandum and Articles of Association, and 
immediately after them the names of persons who have applied 
for shares through the company’s bankers. 

If the allotment sheets are intended to be regarded as the 
Register of Members the column ‘‘ Folio in Register of 
Members ”’ should be altered into ‘‘ Folio in New Register of 
Members.’’ The date of entry as a member will be shown by 
affixing the date of allotment against each name immediately 
after the resolution allotting shares has been passed. 

It is recommended that the lists be made out on loose 
sheets, as any number of clerks can then work at the same 
time, each clerk being supplied with applications, regularly 
numbered and in order, equal to the lines on a certain number 
of sheets. In the case of a small or moderate application list, 
where the number can be estimated within a reasonable limit, a 
blank may be left between the numbers identifying the different 
classes, the first beginning with the units, the second with 1,001, 
the third 2,001, and so on; but in the case of very full lists it is 
better to treat each one separately, and, in addition to the 
number, which in each instance may then commence with units, 
the classes should be distinguished by the letters O (Ordinary), 
P (Preference), D (Debentures), &., as the case may be. 

If necessary, the applications for ordinary shares may be 
entrusted to one clerk, those for preference shares to another, 
for debentures to another, and so on; but by the observance of 
a proper system, and with experienced assistants, there is no 
reason why an allotment of any magnitude could not be pre. 
pared for in a very short space of time. 

It frequently happens that applications are made, by letter 
or on one form, for two classes of shares. In such cases the 
simplest thing is to number the applications as for one class 
only, and fill in the particulars regarding the other class on 
another form, making reference thereon to the application itself. 
One application form for different classes of shares will of course 
be binding; but where there is time or opportunity for doing 
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so, it may be more regular to obtain the signature of the appli- 
cant to any new forms thus written out, the original application 
being, if necessary, modified. In some cases an application for 
shares may be accompanied by an amount which is insufficient 
for the payment in respect of that number. In such an event 
an applicant would, if necessary, be at once advised that a 
further amount would have to be remitted, or the application 
reduced. 

It is important that the particulars given on the applications 
be copied exactly and completely on the lists, all points being 
noted in the remarks column, even to the names of the brokers, 
if appearing on the forms. If any inaccuracies appear they can 
be rectified after reference to the applicant. 

Where allottees wishing to transfer any part of their allot- 
ment to other persons (where the right to split allotment exists) 
have obtained Split Letters of Renunciation from the company, 
provision should be made as they are returned for checking the 
number of shares comprised in the Split Renunciation so that 
they shall agree with the amount of the original allotment. ¢ 

The Split Letters of Renunciation sent in response to the 
request of allottees should bear a distinguishing stamp thereon. 

Observance of these details will greatly assist the directors 
in apportioning the shares, as the source of an application, or 
the right of any applicant to priority in allotment, will then be 
easily seen. 

Simultaneously with the application lists address books, 
giving the name and address of each applicant and his dis- 
tinguishing number, should also be written up, so that any 
application can be referred to instantly, and alterations or 
modifications in the same noted both on the form and in the list. 
The authority for any important alteration should be given in 
writing, and such writing attached to the application itself, and 
preserved. When the particulars are entered in the address 
books, the application forms may be passed on to another clerk, 
who will address the envelopes, putting the number of the form 
on the top left-hand corner of the envelope. In order to avoid 
confusion, numerical order should be observed in every case. 
It is almost impossible to attach too much importance to keeping 
the work close up to time. For this reason the forms for allot- 
ment letters are generally printed beforehand, as soon as an 
idea can be gained of the number required. In order to prevent 
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any improper use being made of the form of an allotment 
letter with the name of the secretary printed thereon, a stamp 
with facsimile of the secretary’s signature might be impressed 
on each allotment letter as checked. 

Assuming that the lists are all complete, the columns should 
be added up and checked. For the purpose of comparison with 
the Cash Book, the amounts in the cash columns might be 
carried forward; but in order to meet the requirements of the 
Stock Exchange’ precisely it is better that the columns for 
shares applied for and shares allotted be added up separately 
and summarised at the end: thus— 


Folio. Shares applied for. Shares allotted. 


Motal #2: | 


The act of allotting shares is entirely within the province of 
the directors, and therefore need not be touched upon here. It 
is of the utmost importance, however, for the secretary to satisfy 
himself that the total of shares allotted, together with those 
subseribed for by the signatories to the Memorandum and 
Articles, does not exceed the number offered for subscription, 
and that in no case the number allotted is in excess of the 
applications. If the figures are found to be correct, the appli- 
cations should be marked in accordance with the list, and with 
ink or pencil of a colour different from that previously used. 
For partial allotments the actual figures may be given, the letter 


! See Appendix O, page 447, Poste 
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‘“F’’ for full allotments, ‘‘R’’ (letter of regret) when no 
allotment has been made, and ‘‘ W ’’ where a withdrawal has 
occurred. The forms can then be given out in batches to the 
clerks deputed to write out the allotment letters, the application 
lists being handed to another set of clerks, who will fill in the 
amounts payable on allotment and other particulars. This 
will form a double check, which will practically be a safeguard 
against mistakes. The signature of the secretary alone is fre- 
quently made a sufficient authority to the bankers for the pay- 
ment of cheques attached to letters of regret, but should the 
signatures of directors be also required care must be taken to 
secure the attendance of certain members of the board. Where 
it is impossible to issue all the allotment letters &c. at one 
time it is well, as a rule, to adhere strictly to the numerical 
order, and not take, for instance, the allotments in full, or 
partial allotments only. The allotment letters, having been 
written out, should be carefully read over with the envelopes 
and the lists, the following particulars being observed :— 


Number, 

Name and address, 

Number of shares allotted, 
Amount payable on allotment, 


or, in case of withdrawal or letter of regret, the amount 
returnable. 

When these details are found to be in order, nothing will 
remain but the posting of the allotment letters, in connection 
with which, however, it is necessary for the clerk or clerks tc 
keep an accurate record in writing of the distinctive numbers 
of the letters posted and the time and place of posting, so that 
such record can be produced in evidence if required. 

In a small allotment the details may be recorded in the 
Minute Book in the following manner :— 


Applications for Shares numbered__._______ On ee ee were submitted, 


and it was resolved that, in pursuance of applications, Shares be and 
are hereby allotted as follows :— 


Number, Names of Applicants, No. of Shares, 
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Where, however, the list is a very long one, and it would 
involve considerable work to make a full entry on the minutes, 
the Allotment Book might be produced for reference whenever 
necessary, and the record made in the following form :— 


Applications for Shares entered in the Application Book, and numbered 
from (6 oe ee inclusive, having been laid before the 


Board, it was— 


Resolved—“ That the number of Shares respectively entered in the column 
of the Application Book headed ‘No. of Shares Allotted’ opposite the 
name and address of each applicant be and are hereby allotted 
to each applicant in pursuance of his application, and that in cases 
where there is no number of shares appearing in the column of 
shares allotted opposite the number applied for no allotment be made, 
and that the deposits paid on application therefor be returned to 
the applicants.” 


A careful chairman would probably write his initials, not 
only at the end of the list, but at the foot of each page, for the 
purpose of identification. 


It is assumed that the list or lists originally written out 
would be adopted permanently (which, strictly speaking, is the 
eorrect plan), and for convenience sake be bound up in book 
form. In practice, however, on account of numerous alterations, 
and in order to have lists of a creditable appearance, it is by 
no means an uncommon thing to have books of the requisite 
size prepared, into which, as soon as possible, the whole of the 
details regarding the applications and allotments are copied. 
It is scarcely necessary to point out that the greatest care should 
be exercised in the examination of the new lists with a view 
to accuracy. 

By Section 42, whenever a company limited by shares (or 
a company limited by guarantee and having a share capital) 
makes any allotment of its shares, the company must within 
one month thereafter lodge with the Registrar—(a) A Return 
of the Allotments, stating the number and nominal amount of 
the shares comprised in the allotment, the names, addresses, 
and descriptions of the allottees, and the amount (if any) paid 
or due and payable on each share; and (b) In the ease 
of shares allotted in whole or in part for a consideration 
other than cash, the documents and Return mentioned on 
page 73, ante. 
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As a rule of practice it is convenient and permissible to 
include in each Return all allotments made during the period 
of a month dating from the day on which the first allotment 
included in the Return is made. Thus, if the first allotment be 
made on August 4, all further allotments made up to and 
including September 3 may be included in the Return to 
be filed at the latter date; and if there be no further allot- 
ment of shares until September 15 then the next Return may 
include the allotments made on September 15 and all 
subsequent allotments up to and including October 14. 
Where all the shares issued are subscribed for by the signatories 
when signing the Memorandum a Return of Allotments is not 
required. 

As to the manner of keeping the applications and other 
forms, either of two methods may commend itself to the attention 
of secretaries. The first is to provide a guard book of a suitable 
size, the numbering of the pages corresponding with the dis- 
tinctive numbers given to the various applicants. This book 
may be lettered ‘‘ Applications &c.’’ and contain, in their 
natural order of sequence, the application form, the allotment 
letter, the receipt for the share certificate, and the bankers’ 
receipts for the various payments. Where there are several 
thousands of the papers the use of guard books would be rather 
cumbersome, and the various classes of these papers could then 
be bound together (of course in numerical order) in a limp cover 
lettered on the outside. To do them up in paper parcels is not 
advisable, as they may have to be frequently referred to, and, 
independently of the inconvenience of constantly opening a 
bundle, there is the danger of the papers being misplaced, if 
not lost. The binding need not be in any way elaborate, and 
therefore could be done at the company’s office. 

At this stage, if not earlier, it would be well for a secretary 
to provide a guard book for ‘‘ Printed Matter,’’ into which 
could be pasted and kept for reference copies of all printed 
papers from the prospectus onward. 


The form of Return of Allotments is shown on page 86, post. 
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+ c 
No. of Company Form No. 40. 


‘“THE COMPANIES ACT, 1929” 


RETURN OF ALLOTMENTS 
OF 


, LIMITED, 


Beal ai A 5s. 
Companies 
Registration | 
URS « Fee Stamp 
to be 


Made pursuant to Section 42, Sub-section 1. a 


(To be lodged with the Registrar within one month after the allotment 
is made.) 
Shares allotted payable in cash 


2 Number of the 


” 9 eee eae ” ” ” ” 
2Nominal amount of the Shares so allotted £ 


2 ” ” 900 a= -------- ” ” ose ae ee. 
2 Amount paid or due and payable on each such Share £ 


2 ” ” ” ” ” 2) Te WS ” £ —--------- 
Number of Shares allotted for a consideration other than Cash __________ 


Nominal Amount of the Shares so allotted . : : ‘he Pee 
Amount to be treated as paid on each such Share. iS 


The Consideration for which such Shares have been allotted is as 
follows :— 


NAMES, ADDRESSES, AND DESCRIPTIONS OF THE ALLOTTEES 


haa | Number of Shares allotted. 
Surname. Naine. Address. | Description, Pre- |orain Other 
ae J 4 dae: ference. ary-) Kinds. 
| 
tie: 
| Signature___._____. 
Ofioet Fass ota Fee 
(State whether Director, 
Date 193 . Manager, or Secretary.) 


Nots.—In making a Return of Allotments under Section 42 of The Companies Act, 1929, it is 
to be noted that— 

1. When a Return includes several Allotments made on different dates, the dates of only the 
first and last of such Allotments should be entered at the top of the front page, and the 
registration of the Return should be effected within one month of the first date. 

2. When a Return relates to one Allotment only, made on one particular date, that date only 
should be inserted, and the spaces for the second date struck out and the word “ made ” 
substituted for the word ‘*‘ from "’ after the name of the Company. 

Distinguish between Preference, Ordinary, or other descriptions of Shares. 


Presented by 
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THE payment of commission on an issue of shares is governed 
by Section 43, under which any company may pay a commission 
within the limit prescribed by the section to any person in 
consideration of his subscribing or agreeing to subscribe, whether 
absolutely or conditionally, for any shares in the company, or 
procuring or agreeing to procure subscriptions, whether absolute 
or conditional, for any shares in the company. Payment of the 
commission must be authorised by the Articles of Association; 
the commission paid or agreed to be paid must not exceed ten 
per cent. of the price at which the shares are issued or such 
lower rate as may be prescribed by the Articles; and the amount 
or rate of the commission and the number of shares which per- 
sons have agreed for a commission to subscribe must be disclosed 
as required by the section. The disclosure of the rate of com- 
mission and of the number of shares subscribed for must in the 
ease of shares offered to the public for subscription be made in 
the prospectus. In the case of shares not offered to the public 
for subscription the required disclosure must be made in the 
statement in lieu of prospectus or in a statement in the prescribed 
form (signed in like manner as a statement in lieu of prospectus 
and lodged with the Registrar before the payment of the com- 
mission), and where a circular or notice (not being a prospectus *) 
inviting subscriptions for shares is issued, in that circular or 
notice. If the Articles authorise a rate, this would not cover 
the payment of a lump sum in cash.’ 

With this exception and the exception of lawful brokerage, 
and the further exception mentioned later, no company may 
apply any of its shares or capital money, either directly or 
indirectly, in payment of any commission, discount, or allowance 
to any person in consideration of his subscribing or agreeing 
to subscribe, whether absolutely or conditionally, or procuring 
or agreeing to procure subscription, whether absolute or con- 
ditional, for any shares in the company, whether the shares or 
money be so applied by being added to the purchase money of 
any property acquired by the company, or to the contract price 


1 See, e.g., Sherwell v. Combined Incandescent Syndicate, [1907] W. N. 110. 
2 Booth v. New Afrikander Gold Mining Co., [1903] 1 Ch. 295. 
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No. of Company_____-.----- Form No. 58. 
“THE COMPANIES ACT, 1929” cor eg 
jp BSP t Registration 
STATEMENT peters 
(Pursuant to Section 43, Sub-section (1) (¢) (ii) pret 
and (d), of The Companies Act, 1929) ; 
OF THE 


AMOUNT OR RATE PER CENT. OF THE COMMISSION PAYABLE 
IN RESPECT OF SHARES AND OF THE NUMBER OF 
SHARES WHICH PERSONS HAVE AGREED FOR A COM- 
MISSION TO SUBSCRIBE ABSOLUTELY 


by 


LIMITED. 


[ ot a oe ESA EE Ik ie hs 


Name of Company . : | en ee ee 


Article of Association authorising 
Commission 

* Particulars of amount payable © 
as Commission for subscribing, 
or agreeing to subscribe, or 


for procuring or agreeing to | 
J 


procure subscriptions, for any 
Shares in the Company; or 

* Rate of such Commission . : 

Date of Circular or Notice (if any) 
not being a _ Prospectus, 
inviting subscriptions for the 
Shares and disclosing the 
amount or rate of the Com- 


mission : 0 ° 5 
Number of Shares which persons 
have agreed for a Commission 
to subseribe absolutely . 


Signatures of all the Directors 
or of their Agents 
authorised in writing. 


Presentadibyc:...-s uit’ a bate aed ar en ee 


Datedethes sso ae dBY Olea tans fe 193 


* The Commission paid or agreed to be paid must not exceed ten per cent. of the price at which 
the Shares are issued or the amount or rate authorised by the Articles, whichever is the less. 
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of any work to be executed for the company, or the money be 
paid out of the nominal purchase money or contract price, or 
otherwise (Section 43, Sub-section 2). The exception referred 
to above is the power to issue shares at a discount with the 
sanction of the Court under Section 47, which is dealt with 
under Capirat on page 168. 

Section 43 does not prevent a company from giving sub- 
seribers for shares at par the°option of taking further shares 
at par at a future time. The benefit to a shareholder from 
being able to sell his shares at a premium is not in such a case 
acquired by him at the expense of the company’s capital.? It 
is further declared by Sub-section 4 of Section 43 that a vendor 
to, promoter of, or other person who receives payment in money 
or shares from a company, has, and always has had, power to 
apply any part of the money or shares so received in payment 
of any commission, the payment of which, if made directly by 
the company, would have been legal under this section. 

This section applies to private companies as well as public 
companies, and commission illegally paid can be recovered 
by the company from the recipient.” The form prescribed in the 
case of a company whose shares are not offered to the public for 
subscription is given on the preceding page. 

The underwriting contract is often accompanied by a formal 
application for the shares, and such an Application Form 
issued to intending underwriters is not subject to the prohibi- 
tion of Section 35, Sub-section 3, stated on page 59, ante; if the 
contract is not so accompanied, the number of shares subscribed 
for by the public will be ascertained, and then the underwriter 
will be cailed on to sign a formal application for the remainder. 
In many cases the underwriting agreement itself establishes a 
contract to take the shares at once, in which case the shares would 
be allotted in pursuance of that contract.’ In the last-men- 
tioned case legal advice should be taken before allotting the 
shares, as the underwriting letter may not constitute a contract 
to take shares.’ 

The stamp on an underwriting agreement is sixpence if 
under hand only, or ten shillings if under seal. 


1 Hilder v. Dexter, [1902] App. Ca. 474, 
2 Dominion of Canada &e. v. Brigstocke, [1911} 2 K. B, 648. 

3 See Hz parte Audain, [1889] 42 Oh. D. 1. 

4 Re Consort Deep Level Gold Mines, ex parte Stark, [1897] 1 Ch, 575, 
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The following is a form of agreement with promoters :—- 


ip perience Ri eS ch A ._.., LIMITED. 


Capital £______ , divided into______ Shares of £______ each. 


To A. B. and OC. D., Esquires. 


GENTLEMEN, 

With reference to the Prospectus of the above Company, and in 
consideration of your agreeing to pay to me [us] a Commission of________ 
per cent. in fully paid Shares of the Company, I [we] hereby undertake 
on your request to subscribe or find responsible subscribers, at or before 
the time for closing the list for subscription of Shares fixed by the said 
Prospectus, and on the terms stated therein, or any modification thereof, 
fOr Shares of £______ each of the Capital of the above Company, 
or such less number as you may accept this undertaking for, and to pay the 
instalments on the dates specified in the said Prospectus; and I [we] here- 
with hand you an application for the said Shares, together with________ 
per Share deposit. 

It is agreed that I am [or we are] to receive the said Share Commis- 
sion upon the amount guaranteed by me [us], and accepted by you as 
above mentioned, within fourteen days after completion of the purchase by 
the said Company of the properties mentioned in the said Prospectus. 

It is:further agreed that this Underwriting Letter is irrevocable, pro- 
vided always that__________ 2 i Shares are underwritten or applied for 
prior to the public advertisement of the said Prospectus. 

In the event of my [our] failing to comply with the terms herein 
stated, I [we] authorise you in my [our] name as my [our] agent to apply 
for the said Shares and also to hand to the Company my [our] Application 
form, which I [we] hereby undertake not to withdraw. 


Ordinary Signature 
Name (in full) 
Address 
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THERE are no restrictions on the commencement of business by 
a private company or a company which has not a share capital, 
and accordingly such a company may commence business as soon 
as incorporation has been effected. 

A public company, however, having a share capital, which 
issues a prospectus inviting the public to subscribe for its shares, 
is prohibited by Section 94 from commencing to carry on 
business or exercising any borrowing powers unless—(aA) Shares 
held subject to the payment of the whole amount thereof in cash 
have been allotted to an amount not less in the whole than the 
‘minimum subscription ’’'; (B) Every director of the company 
has paid to the company on each of the shares taken or con- 
tracted to be taken by him, and for which he is liable to pay 
in eash, a proportion equal to the proportion payable on appli- 
cation and allotment on the shares ‘‘ offered for public subscrip- 
tion ’’; and (c) There has been lodged with the Registrar a 
statutory declaration by the secretary or one of the directors, in 
the prescribed form, that these conditions have been complied 
with. The form which must be lodged by a company which has 
issued a prospectus is shown on the following page. 

The Registrar on the lodging of this statutory declaration 
certifies that the company is entitled to commence business. The 
certificate, which is commonly referred to as ‘‘ the Trading 
Certificate,’’ is conclusive evidence that the company is so 
entitled (Section 94, Sub-section 3). 

Any contract which is made by a company before the date at 
which it is entitled to commence business is provisional only, and 
is not binding on the company until that date (Sub-section 4). 
If, therefore,” a company never becomes entitled to carry on 
business, it cannot be sued on a contract, whether express or 
implied.* 

Nothing in the above-mentioned section prevents the simul- 
taneous offer for subscription or allotment of any shares and 
debentures or the receipt of any money payable on application 
for debentures (Sub-section 5). 


1 See page 55, paragraph 5, ante. 


2 This of course, has no application to private companies. 
3 “Otto” Electrical Manufacturing Oo., [1906} 2 Oh. 390, 
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No. of Company____..----~- Form No. 44. 
‘THE COMPANIES ACT, 1929.” cot Stites 
DECLARATION parce 

MADE ON BEHALF OF impressed 


babies —j2iieo eee Set » Limirep, that the provisions 
of Section 94, Sub-section 1 (a) and (b), of The Companies 
Act, 1929, have been complied with. 
Pursuant to Section 94, Sub-section 1 (c). 


[To be used by a company which issued a prospectus on or with reference 
to its formation.] 


PPesented bije ymase mann nee 


being {the Secretary or ‘a “Director] of 2_- 2-7... Se , Limrren, 
do solemnly and sincerely declare— 

THAT the amount of the Share Capital of the Company offered to the 
public for subscription is £.__.__________ 

THaT the amount stated in the Prospectus as the Minimum Amount 
which, in the opinion of the Directors, must be raised by the issue of 
Share Capital, in order to provide for the matters specified in paragraph 5 
in Part I of the Fourth Schedule to The Companies Act, 1929, is £________ 

TuHatT Shares held subject to the payment of the whole amount thereof 
in cash have been allotted to the amount of £______________ 

THatT every Director of the Company has paid to the Company on each 
of the Shares taken or contracted to be taken by him, and for which he 
is liable to pay in cash, a proportion equal to the proportion payable on 
Application and Allotment on the Shares offered for public subscription. 

And I make this solemn Declaration conscientiously believing the same 
to be true, and by virtue of the provisions of The Statutory Declarations 
Act, 1835. 


Declared at 


A Commissioner for Oaths [or Notary Public or Justice of the Peace). 


Where a public company having a share capital does not 
make an offer of shares to the public for subscription there is 
no obligation to comply with the requirement of the section in 
respect of minimum subscription, and paragraph (zs) above is 
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varied by requiring the proportion paid on application and 
allotment by directors to be equal to that on the shares ‘‘ payable 
in cash ’’ instead of ‘‘ offered for public subscription.’’ 

Such a company is required to lodge with the Registrar a 
Statement in Lieu of Prospectus in the form and containing the 
particulars prescribed by Section 40 and the Fifth Schedule (see 
page 16, ante). 

The statutory declaration by such a company is as follows :-— 
INO. OF COMPANY 5.0% dons eve Form No. 44a. 
“THE COMPANIES ACT, 1929 ”’ 

A 5s, 
DECLARATION Bee Rtg 


Registration 

Fee Stamp 

must be 

MADE ON BEHALF OF impressed 
here. 


See ee ee pe a ee ee ee mene » LimitTEp, 


that the provisions of Section 94, Sub-section 2 (b), of The 
Companies Act, 1929, have been complied with. 
Pursuant to Section 94, Sub-section 2 (c). 
[To be used by a company which has delivered to the Registrar of Com- 
panies a statement in lieu of prospectus. ] 


PRESCNLEDWOYL. en eee 


sei Se co ec ae eh, Jaci 2 PMOL ree ee at” ROMs 8 CA ee ae 5 
being [the Secretary or a Director] of______________________ , LIMITED, 
do solemnly and sincerely declare— 

TuHatT every Director of the Company has paid to the Company on each 
of the Shares taken or contracted to be taken by him and for which he 
is liable to pay in cash a proportion equal to the proportion payable on 
Application and Allotment on the Shares payable in cash. 

And I make this solemn Declaration conscientiously believing the same 
to be true, and by virtue of the provisions of The Statutory Declarations 
Act, 1835. 


Deckired. At- ee s 


A Commissioner for Oaths [or Notary Public or Justice of the Peace]. 
If any company commences business or exercises borrowing 
powers in contravention of the section, every person responsible 
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is, without prejudice to any other liability, liable to a fine not 
exceeding £50 a day for every day during which the contra- 
vention continues (Sub-section 6). The section does not apply 
to (1) a private company, (2) a company registered before 
Ist January, 1901, (3) a company registered before Ist July, 
1908, which has not issued a prospectus inviting the public 
to subscribe for its shares. ' 
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AUDITORS 


Tue following are the chief statutory provisions relating to the 
auditors of a company :— 


Every company must at each annual general meeting 
appoint an auditor or auditors to hold office until the 
next annual general meeting (Section 1382, Sub- 
section 1). : 

If an appointment of auditors is not made at an annual 
general meeting, the Board of Trade may, on the 
application of any member of the company, appoint 
an auditor of the company for the current year, and 
fix the remuneration to be paid to him by the company 
for his services (Sub-sections 2 and 6). 

There may not be appointed to the office of auditor— 

A director or officer of the company; . 

A partner or an employee of an officer of the company 
(except where the company is a private com- 
pany) ; 

A body corporate (excepting that a body corporate 
acting under an appointment made before 8rd 
August, 1928, may continue to act) (Section 183). 

In the application of this provision to Scotland the 
expression ‘‘ body corporate ’’ does not include a firm 

(Section 138, Sub-section 3). 

No person other than a retiring auditor can be appointed 
auditor at an annual general meeting unless notice of 
intention to nominate him has been given by a share- 
holder not less than fourteen days before such meeting. 
The company must in that case send a copy of such 
notice to the retiring auditor, and also give notice 
thereof to the shareholders by advertisement, or in any 
other mode allowed by the Articles, not less than seven 
days before the annual general meeting. If, however, 
after notice of such intended nomination has been 
given, the annual general meeting is called for a date 
fourteen days or less after that notice has been given, 
such notice is, nevertheless, deemed a good one; and 
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the notice to be sent or given by the company may be 
sent or given at the same time as the notice of the 
annual general meeting (Section 132, Sub-section 3). 


The first auditors of the company may be appointed by 


the directors at any time before the first annual 
general meeting, and if so appointed shall hold office 
until that meeting, unless previously removed by a 
resolution of the shareholders in general meeting. If 
the directors do not appoint the first auditors the com- 
pany in general meeting may appoint them, and there- 
upon the power of the directors to appoint the 
auditors cease (Sub-section 4). 


At such general meeting any other persons who have been 


nominated for appointment, and of whose nomination 
notice has been given to the members not less than seven 
days before the meeting, may be appointed auditors. 


The directors may fill any casual vacancy in the office of 


The 


The 


auditor, but while any such vacancy continues the sur- 
viving or continuing auditor or auditors (if any) may 
act (Sub-section 5). 

remuneration of the auditors must be fixed by the com- 
pany in general meeting, except that the remuneration 
of any auditors appointed by the directors before the 
first annual general meeting, or to fill any casual 
vacancy, may be fixed by the directors (Sub-section 6). 
auditors must make a report to the shareholders on the 
accounts examined by them, and on every balance sheet 
laid before the company in general meeting during 
their tenure of office, and the report must state—(a) 
Whether or not they have obtained all the information 
and explanations they have required; (b) Whether, 
in their opinion, the balance sheet referred to in the 
report is properly drawn up so as to exhibit a true and 
correct view of the state of the company’s affairs 
according to the best of their information and the 
explanations given to them, and as shown by the books 
of the company (Section 134, Sub-section 1). If 
the accounts laid before the meeting do not comply 
with the requirements of Section 128 with respect to 
loans to directors and directors’ remuneration, the 
auditors must, so far as they are reasonably able, give 
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the required particulars (Section 128, Sub-section 4). 
The auditors have a right of access at all times to 
the books and accounts and vouchers of the com- 
pany, and are entitled to require from the directors 
and officers of the company such information and ex- 
planation as may be necessary for the performance of 
their duties. In the case of a banking company incor- 
porated after 15th August, 1879, which has branch 
banks beyond the limits of Europe, it suffices if the 
auditor has access to such copies and extracts of such 
books and accounts as have been transmitted to the 
head office in Great Britain (Section 134, Sub- 
section 2). 

It is sufficient if the auditors send their report to the 
secretary, leaving him or the directors to perform the 
duties imposed by statute as to convening a general 
meeting at which the report will be read.’ 

Auditors are entitled to be present at any general meeting 
of the company at which accounts examined or reported 
on by them are to be laid before the company, and to 
make any statement or explanation they desire to make 
with respect thereto (Section 134, Sub-section 3). 

Auditors may not rely on any provision of the Articles or 
of any contract with the company or otherwise exempt- 
ing them from or indemnifying them against lability 
for negligence, default, breach of duty, or breach of 
trust of which they are guilty in relation to the com- 
pany (Section 152). This section does not affect any 
such provision in force on Ist November, 1929, until 
six months after that date, nor does it affect any right 
to indemnity in respect of matters done or omitted to 
be done whilst any such provision was in force, or any 
right to seek relief under Section 372. 

The auditors’ report must be attached to the balance sheet 
and be read before the company in general meeting, 
and must be open to inspection by any member (Section 
129),.? 


There are many cases in which the duties of auditors have 
been discussed. ‘‘ It is the duty of an auditor to bring to bear 


“4 Allen, Oraig & Oo., in re, [1934]1 Oh. 483. 
2 This means any member entitled to be and actually present at the meeting. 


s.M.—4 
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on the work he has to perform that skill, care, and caution which 
a reasonably competent, careful, and cautious auditor would 
use. . . . An auditor is not bound to be a detective, or as was 
said, to approach his work with suspicion, or with a foregone 
conclusion that there is something wrong. He is a watchdog, 
not a bloodhound. He is justified in believing tried servants of 
the company in whom confidence is placed by the company. He 
is entitled to assume that they are honest, and to rely upon their 
representations, provided he takes reasonable care. If there is 
anything calculated to excite suspicion he should probe it to the 
bottom ; but in the absence of anything of that kind he is only 
bound ie be reasonably cautious and careful.’’* Auditors should 
not accept without further inquiry an account from a servant of 
the company of his own receipts and payments.” ‘‘ In my judg- 
ment it would not be right that auditors should deliberately 
adopt a standard of verification less than the ordinary, below the 
ordinary standard, because the persons with whom they are 
dealing are persons of specially high reputation. It would be 
dangerous to adopt any such lower standard on account of that 
circumstance.’’* For instance, it is no part of an auditor’s 
duty to take stock, and in the absence of any ground for sus- 
picion he would be justified in accepting the stock returns of a 
responsible servant of the company. But where verification of 
any account or statement would be the ordinary course and is 
practicable an auditor must not forgo it on any ground. 


1 In re Kingston Cotton Mill Co. No. 2, [1896] 2 Ch. at pages 288, 289, per Lopes, L.J.: approved 
in re City Equitable Fire Insurance Co., [1925] Oh, 407, in which the duties and liabilities of auditors 
are fully discussed. 

2 Kingston Cotton Mill Oo. (supra), per Lindley, L.J., at page 287. 

3 Per parvunt, L.J., in re City Equitable Fire Thetersince Co,, supra, 


BOOKS. a 99 


BOOKS 


The Books of a Limited Company may be divided into two 
classes: (a) the Books and Registers pertaining to Members of 
the Company, Share Transfers, Certificates, Allotments, &c., and 
(b) the Commercial Books of Account. 

The form and maintenance of the first class, the responsi- 
bility for which must always rest with the secretary, are here 
discussed, while the second class, for which the responsibility 
may be said to rest with the accountant, is dealt with in the 
succeeding chapter. 


Sections 88, 95, 108, 120, and 144 provide for the keeping 
of the following books :—- 


1. Register of Charges (page 100). 

2. Register of Members and Index thereto (page 102), 
including Annual Return (page 269). 

3. Minute Books of General Meetings and of Directors’ 
Meetings (page 110). 

4. Register of Directors or Managers (page 112). 

Section 122 imposes obligations on companies with respect 
to Commercial Books of Account (page 124). 


Other books, some or all of which the secretary will find it 
necessary or advisable to keep are— 


5. Register of Transfers (page 114). 

6. Transfer Receipt Book (page 116). 

7. Balance Receipt Book (page 117). 

8. Transfer Fees Book (page 117). 

9. Register of Share Warrants (page 118). 
10. Share Certificate Book (page 118). 
11. Share Warrants Book (page 118). 
12. Option Certificate Book (page 118). 
13. Allotment Book (page 118). 

14. Register of Calls (page 120). 

15. Agenda Book (page 120). 

16. Seal Book (page 120). 

17. Dividend Book, or List (page 122). 
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1. REGISTER OF CHARGES. 


This book is obligatory in the case of certain charges affecting 
property of the company. The style of it may vary in so many 
respects, according to circumstances, that it is impossible to 
suggest a form which could be adopted for universal use. 
Section 88 says that there shall be entered therein all charges 
specifically affecting property of the company and all floating 
charges on the undertaking or any property of the company, 
giving in each case ‘‘ a short description of the property charged, 
the amount of the charge, and (except in the case of securities 
to bearer) the names of the persons entitled thereto.’’ The 
mere compliance in a literal sense with this section would be 
altogether unsatisfactory to many companies: therefore other 
particulars are entered. There is not space in this work for 
the different examples that might be given and special require- 
ments must be dealt with according to circumstances, but the 
following example of ruling will be found adequate in the 
majority of cases. 


Name and Address 


Short Description Amount Date of 
No. Chines of Property ot Charge ee oe > Discharge 
Charged, created. AG Charg tal of Charge. 
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Any director, manager, or other officer who knowingly and 
wilfully authorises or permits the omission of an entry required 
to be made in the Register of Charges is liable to a fine not 
exceeding fifty pounds (Section 88; Sub-section 2). 

The Register of Charges must be kept at the registered office 
and be open for inspection during at least two hours a day by 
any creditor or member of the company, or his solicitor or agent, 
without charge, or by other persons on payment of a charge not 
exceeding one shilling for each inspection (Section 89, Sub- 
section1). The right to inspect the Register of Charges includes 
a right to take copies of the Register.” If inspection is refused, 
penalties may be imposed, and the Court may by order compel 
an immediate inspection (Sub-section 3). 


In cases where debenture stock has been issued the following 
form of Debenture Stock Register may be used :— 


REGISTER OF 


ISG CL (Tithe Diet pea ole 8 PO rs ae Sl RE “Blane Eo a> Ce eae 
Br. STOCK ACQUIRED. 
Date of Allot- No. of In- | » 
From Transferor’s No. of Cash Amount 
— Cy nitty 3 alin a Whom Folio in Stock Book of Stock. 
egistration of | Transfer (if! Transferred. | this Book. | Certificate. Folio. £ 


Transfer. |so acquired). 
| 


{ 
| 


DEBENTURE STOCK HOLDERS. 


CACOKESS ANG a0 COUDOTIONE Sas PRR eee So OP ee 1 eee ik 


STOCK TRANSFERRED. Gr, 
No. of , 
Date of Transferee’s Amount of Balance of 
Instrument | Registration | qi envieceg, | Folio in this Stock Stock Held. 
dete of Transfer. 7 | Book. ‘Transferred. £ 


1 Credit Co., [1879] 11 Ch. D. 256. 
2 Nelson v. Anglo-American Land Mortgage Agency Oo., [1897] 1 Oh, 130, 
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Section 73, Sub-section 1, provides that every Register of 
Holders of Debentures (which includes Debenture Stock *) of a 
company must, except when closed during such period or periods, 
not exceeding in the whole thirty days in any year, as the 
Articles, or the Debentures, Debenture Stock Certificates, Trust 
Deed, or other document securing the Debentures or Debenture 
Stock may provide, be open for at least two hours a day 
to inspection by the registered holder of any such debentures 
and by any shareholder. A debenture holder or shareholder 
may require a copy of the Register, or any part thereof, to be 
furnished on payment of sixpence for every hundred words to 
be copied, and therefore the right to inspect does not include the 
right to make extracts.” Under Sub-section 3 of the same section 
the holder of any debenture secured by a trust deed may require 
a copy of the deed to be furnished on payment of a sum not 
exceeding one shilling if the trust deed is printed, or, if not 
printed, on payment of sixpence for every hundred words 
required to be copied. Refusal to allow inspection, or refusal 
or failure to forward a copy requisitioned under the sub-section, 
renders the company and every officer who is in default liable to 
fines, and the Court may order immediate inspection of the 
Register or direct that the copies required shall be sent (Sub- 
sections 4 and 5). 

Every company must keep at its registered office a copy of 
every instrument creating any charge which requires registra- 
tion (Section 87). Such copy must be open to inspection by 
any member or ereditor of the company or other person in like 
manner as the Register of Charges, and the like penalties may 
be imposed in cases of default (Section 89, Sub-section 2). 
In the case of a series of uniform debentures a copy of one of 
the debentures is sufficient (Section 87). 


2. REGISTER OF MEMBERS. 


Section 95, Sub-section 1, provides that— 


Every company shall keep in one or more books a Register of its 
Members, and enter therein the following particulars :— 


(i) The names and addresses, and the oceupations (if any) of the 
members, and in the case of a company having a share capital 
a statement of the shares held by each member, distinguishing 


1 Section 380, 2 Re Balaghat Gold Mining Co., [1901] 2 K. B, 665. 


REGISTER OF MEMBERS. 103 


each share by its number, and of the amount paid or agreed 
to be considered as paid on the shares of each member; 

(ii) The date at which each person was entered in the Register as 
a member; 

(iii) The date at which any person ceased to be a member. 


By Section 96 every company having more than fifty 
members must, unless the Register is so kept as to constitute in 
itself an index, keep an index of the members which will enable 
the account of any member to be readily found, and within 
fourteen days after any alteration is made in the Register make 
any necessary alteration in the index. Such index may be in 
eard-index form. 

Failure to comply with the requirements of Section 95 or 96 
renders the company and every officer who is in default liable 
to a heavy penalty. 

Section 62, Sub-section 2, provides that ‘‘ Each share in a 
company having a share capital shall be distinguished by its 
appropriate number.’’ 

No notice of any trust, expressed, implied, or constructive, 
may be entered on the Register in the case of companies 
registered in England (Section 101). 

By Section 98, Sub-section 1, the Register of Members and its 
Index must be kept at the registered office, and, except when 
closed under Section 99, must be open to the inspection of mem- 
bers gratis, and to any other person upon payment of one shilling 
or such less sum as the company may prescribe, for at least two 
hours in each day. Section 99 provides that any company may, 
by advertisement in some newspaper circulating in the district 
in which the registered office of the company is situated, close 
the Register of Members for any time or times not exceeding 
in the whole thirty days in each year, and during such period 
no member or other person is entitled to inspect it. It is usual 
to close the Register before the payment of a dividend in order 
that. the warrants may be prepared. 

Any person, whether a member or not, is entitled to be 
supplied with a copy of the Register, or any part of it, upon 
payment of sixpence, or such less sum as the company may 
prescribe, for every hundred words or fractional part thereof 
(Section 98, Sub-section 2). The Act requires any copy so 
requisitioned to be sent within ten days from the day next after 
that on which the request is received by the company. The 
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person inspecting is not entitled to make the copy himself.’ If 
such inspection is refused or if a copy of the Register is not 
sent within the proper period, a penalty of two pounds and a 
further fine of two pounds for every day during which the 
refusal continues are incurred, not only by the company, but 
by every officer who knowingly authorises or permits the default 
(Sub-section 3), and this notwithstanding that the object of the 
inspection may be hostile to the company. Further, where in- 
spection is refused or a copy not sent as required the Court 
may order an immediate inspection of the Register and Index 
or direct that the copies required be sent (Sub-section 4). 
As the secretary is the officer who would be applied to in the 
ordinary course, it is clearly his duty to protect the company 
by allowing inspection upon demand or by supplying the par- 
ticulars without unreasonable delay. 

When shares are converted into stock the change must be 
shown in the Register (Section 95). 

When share warrants to bearer (see page 190) are issued the 
name of the shareholder must be struck out, and the partieulars 
of the shares comprised in the warrants and the date of issue 
of the warrants must be inserted in the Register (Section 97). A 
reference should also be made to the folio in the Register of 
Share Warrants on which particulars of the share warrants are 
recorded. 

The Register of Members is prima facie (but not conclusive) 
evidence in legal proceedings of any matters by the Companies 
Act directed or authorised to be inserted therein (Section 102). 

The requirements of the Companies Act are operative from 
the moment of incorporation of the company. Until the Register 
of Members is written up, therefore, the Allotment Book, or 
‘List of Applications for and Allotment of Shares’’ (page 
80, ante), must be made to serve as the Register: hence the 
necessity for showing on such lists all the particulars required 
by law.” This also induces many companies to provide addi- 
tional columns upon the Allotment List for instalments upon 
shares beyond the amount due upon allotment, where such in- 
stalments are to be called up quickly, and are payable before the 


1 Re Balaghit Gold Mining Oo., (1901) 2 K. B. 665. In earlier cases, Mutter v. Eastern &c. Oo., 
38 Oh. D. 92, and Nelson v, Anglo-American Land Agency, [1897] 1 Oh, 130, it was held that the right 
of inspection included the right to make extracts, 

2 See Hx parte Oammell, [1894] 2 Ch. 392. 
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Register can be conveniently written up. The Register of Mem- 
bers should, however, be written up as soon as possible after 
allotment, and the page or folio of the Register in which the 
particulars are entered be inserted against each name on the 
Allotment List. (See also under heading of ‘‘ Cauus,’’ page 
203, post.) 

The ruling for a Register of Members on the next page will 
be found to contain, in a simple and concise form, provision 
for all particulars that must be recorded. 

It is to be observed that in accordance with Section 95 there 
must be entered in the Register the date at which each person 
was entered in the Register as a member and the date at which 
any person ceased to be a member. Ordinarily a person ceases 
to be a member when all the shares previously held by him are 
recorded in the Register as the property of some other person 
or persons. Consequently the date to be shown in the Register 
in respect of each lot of ‘‘ shares acquired ”’ or of ‘‘ shares 
transferred ’’ must be the date upon which the entry thereof is 
made in the Register. 

Until shares of a company are fully paid, a ruling similar to 
that shown below should form part of each account in the 
Register of Members, so that each shareholder’s account may 
disclose the liability on the shares standing in his name. 


Amounts Payable on Application and 


Allotment and Calls made. Amounts Paid. 


D fotion No. of Allotment Allotment 
Ou. she Book or Amount. || Date. Book or Amount, 
Call. ef Call. ares.! Call Book. Call Book. 

| els Hin Eh NOG 
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In the case of a company which has such a large number of 
shareholders that the division of the Register of Members into 
several volumes becomes necessary, it will be found convenient 
to use loose-leaf books, and to arrange the accounts in alpha- 
betical order with a guide sheet and index for each letter. Not 
more than one account will be placed on each sheet, but several 
sheets may be used for any account, extra sheets being inserted 
as they are required. Each account will be numbered, and 
the several sheets in each large account will bear the same 
number. The accounts will be indexed by these numbers on the 
alphabetical guide sheet. 

In a company where the membership is very small there is 
little to be gained either by making the Register a loose-leaf 
book or by arranging the accounts in alphabetical order, but 
in the case of every company having more than fifty members 
the Register must either be in such form as in itself to con- 
stitute an index or there must be kept an index of the names 
of the members, and when any alteration is made in the 
Register the corresponding alteration must within fourteen days 
be made in the index. The index may be in eard-index form 
(Section 96). 

It is important to observe that this requirement has applica- 
tion to all companies, whether public or private, having more 
than fifty members. Employee shareholders are members and 
must be counted in this connection. 

Periodically the balance of shares on the accounts in the 
Register of Members should be extracted and the total thereof 
agreed with the total of the shares issued in order to prove 
the accuracy of the recording of the numbers of shares trans- 
ferred and of further shares issued &c. 

A company having a share capital whose objects comprise 
the transaction of business in any part of His Majesty’s 
dominions outside Great Britain, the Channel Islands, or the 
Isle of Man, may keep in any such place where it so transacts 
business a Branch or ‘‘ Dominion Register ’’ of Members 
resident in that part. Notice of the situation of the office where 
the Dominion Register is kept and of any change in the situation 
of or discontinuance of that office must be given to the Registrar 
of Companies within fourteen days of the opening of the office 
or of the change or discontinuance, default rendering the com- 
pany and every officer liable to a penalty (Section 103). Copies 
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of entries made in the Dominion Register must be transmitted to 
the registered office of the company as soon as may be after 
they are made, and a duplicate of the Dominion Register must 
be kept at the registered office. The duplicate of the Dominion 
Register is deemed to be part of the Company’s Register of 
Members (Section 104). 

A transfer of ,a share registered in a Dominion Register, 
other than such a Register kept in Northern Ireland, is deemed 
a transfer of property out of the United Kingdom, and, unless 
executed in any part of the United Kingdom, is exempt from 
British stamp duty (Section 105). 

Notifications of changes of address &¢., when received, should 
be immediately recorded, and care taken that the names and 
descriptions of shareholders are correct. The following are 
specimens :— 


Joint Holders who are the Members of a Partnership Firm. 
Names—A. B., C. D., E. F., trading as “S. & Co.” 
Address—Of the firm. 


Description—Their business description. 


Company or Body Corporate. 


Name 4)) Ua See, 3" eye 2 Se Ae eee , LIMITED, 01 
BA Sct (nh eelnentru MMi me ae FH oh Fen tinal CORPORATION. 
Address—Registered or Chief Office. 


Description—Company Limited by Shares under The Companies Act. 
1929, or Company incorporated by Special Act of Parliament or 
Royal Charter (as the case may be). 


Where a Shareholder dies, and his Executors or Administrators are not 
registered in their own Names. 


Executors or Administrators—A. B., of_.__._._......_______.___. 
Hequine Vand? OAD woteawe oe eee eee » Solicitor. 
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Bankrupt. Shareholder. 


Ol ee Se ee , 193 CD rroLeeee eee ee ee 
Ce i i ath yh pe: , Accountant, appointed Trustee the __________day 
i) ye Baath thio e e , 193 

Lunatic Shareholder. 

Ag b:, LOUNd Un ALICH DY LU guIslb1iOne the!) esas nanan Sees day 
(i ioc ho See ear plea o. , 193 C2 De Olan stem er rere re one 
Gentleman, appointed Committee by Order of Court of Lunacy 

Dated: the 22s 242 BY EOL comes se Anal , 193 
Female Shareholder Marrying. 

Name—A. B. (late A. J., Spinster). 

tA ddress—N00;. 262 ee ee SS PROG bet ier ae ek es een oe >» 1m the 
Count yt of)" # ae eee ee 6 

Description—Wife of C. B. 

Married Woman. 

Name—A. B. 

Address—N0;..-=: S35 ee Street. ve 2 eek ae ee tithe 
Gounty, Of =. > eee ea 


Description—Wife of C. B. 

N.B.—A woman who has never been married should always be described 
‘as “ Spinster,” and a widow as “ Widow.” 

When shareholders direct their dividends to be paid to a 
particular bank or person the fact should be entered in the 
Register of Members: thus, for example, ‘‘ Dividends to be 
paid to THE : Bank, Liuitsp.’’ The 
note should be made in red ink and the date of the order or 
other reference given. The dividend warrants should be made 
payable to the bank or person directed ‘‘ for the account of 
(the shareholder).’’ 

When the Court has ordered a name to be removed from 
the Register the secretary should strike the name through with 
a pen, and insert, ‘‘ By an Order of the Court 
dated &c. this name has been erased,’’ adding his signature. 
It is wrong to erase the name with a penknife, so as to make it 
appear that the name was never there.* 


1 Tron Shipbuilding Oo., [1866] 34 Beav. 597. 
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The ‘‘ Annual Return,’’ which is a part of the Register of 
Members, and which consequently must be open for inspection 
by members and others, is fully described on page 269 et seq. 
hereof. It may, however, be here stated that by Section 108, 
Sub-section 2, the names of members are required to be arranged 
in alphabetical order or there must be annexed to the Return 
an index sufficient to enable the name of any person in the list 
to be readily found. 


3. MINUTE BOOKS OF GENERAL MEETINGS AND 
OF DIRECTORS’ MEETINGS. 


Every company must cause minutes of all proceedings of 
general meetings of the company, and of meetings of the 
directors or managers of the company in cases where there are 
directors or managers, to be duly entered in books * kept for that 
purpose; and any such minutes as aforesaid, if purporting to 
be signed by the chairman of the meeting at which the pro- 
ceedings were had, or by the chairman of the next succeeding 
meeting, are evidence of the proceedings (Section 120). An 
unrecorded resolution may be proved by verbal evidence that 
it was in fact passed’; but very clear and convincing evidence 
would be necessary. 

Hitherto it has not been unusual for the minutes of board 
meetings and of general meetings to be recorded in one book; 
but such a course is now inadvisable. Section 121 gives members 
the right to inspect ‘‘ the books containing the minutes of 
proceedings of any general meeting held after the commence- 
ment of this Act,’’ and it may be that if the minutes 
of board meetings are also recorded in these books, members 
will have the right to inspect them as well as the minutes of 
general meetings; but if minutes of board meetings are re- 
corded in a separate book the question does not arise. 

The books containing the minutes of general meetings must 
be kept at the Registered Office, and must be available for 
inspection by any member during at least two hours in each 
day, and any member is entitled to be furnished with a copy 
of such _minutes within seven days of the request therefor 


1In Hearts of Oak v. James Flower (1936) 1 Ch. 76, Bennett, J., refused to admit in 
evidence minutes recorded in a “‘loose-leaf’’ book the pages of w hich were secured between 
the covers by hand screws only. 
* Fireproof Doors, in re, [1916] 2 Ch, 142. 
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being made, on payment of a charge not exceeding sixpence 
for every hundred words (Section 121, Sub-sections 1 and 2). 
The Act does not confer on members any right to inspect or have 
copies of minutes of directors’ meetings. 

If inspection is refused or any copy is not sent within the 
proper time, the company and every officer who is in default 
is hable to a fine not exceeding two pounds, and further to 
fines of two pounds for every day during which the default 
continues, and the Court may order an immediate inspection or 
direct that the copies required be sent (Sub-section 3). 

The minutes, if in accordance with the Act, are evidence, 
until the contrary is proved, that every general meeting of the 
company or meeting of the directors or managers has been duly 
held and convened, and that all proceedings thereat have been 
duly had (Section 120, Sub-section 3). 

Any alteration which it may be necessary to make in the 
minutes should be initialled by the director who signs them. 

A secretary should never alter minutes on his own responsi- 
bility. In the case of Re Cawley (1889, 42 Ch. D. 209) the 
secretary altered some minutes of a board meeting after they 
had been signed. Lord Esher said, ‘‘ The secretary, either in 
consequence of some supposed power vested in him, or of some 
idea of his own, some time afterwards inserted in the minutes 
of the meeting certain dates as the dates of calls. In my 
opinion that was the most dangerous thing that could well be 
done. Minutes of board meetings are kept in order that the 
shareholders of the company may know exactly what their 
directors have been doing,’ and any shareholder looking at 
these minutes as they now stand would suppose the dates were 
agreed upon at the meeting and were then filled in, whereas in 
truth no dates were agreed on by the directors at all. The 
dates formed no part of the resoiutiom, and yet here is the entry 
made as if they formed part of the resolution then passed. I 
trust I shall never again see or hear of the secretary of a 
company, whether under superior directions or otherwise, 
altering minutes of meetings, either by striking out anything 
or adding anything.’’ 


1This does not mean that shareholders have a general right to inspect the minutes of 
proceedings at Board Meetings. A right of inspection would arise only in special circum- 
stances, e.g., in the course of an action between the company and a shareholder, and would 
then be limited to such entries as were material to the action, 
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4. REGISTER OF DIRECTORS OR MANAGERS. 


By Section 144 every company is required to keep at its 
Registered Office a Register of Directors or Managers containing 
in the case of each individual his present Christian name and 
surname, any former Christian name or surname, residential 
address, nationality, and nationality of origin where the nation- 
ality stated is not his original nationality, and business occupa- 
tion, and if he has no business occupation but holds any other 
directorships, particulars of that directorship or some one of 
them. In the case of a corporation the corporate name and the 
registered or principal office must be recorded. A copy of the 
Register must be lodged with the Registrar within fourteen days 
of the appointment of the first directors, and a notification of 
any change among the directors or in any of the particulars 
must also be lodged within fourteen days of the happening 
thereof. 

The Register must, during business hours, be open for at 
least two hours a day to the inspection of any member without 
charge, and of any other person on payment of a charge not 
exceeding one shilling. Default in complying with these re- 
quirements renders the company and every director or officer 
knowingly and wilfully authorising or permitting the default 
liable to a penalty not exceeding five pounds for every day 
during which the default continues, and where the default is 
in regard to allowing inspection the Court may order an im- 
mediate inspection. 

For the purposes of Section 144 a person in accordance with 
whose directions or instructions directors of a company are 
accustomed to act is to be deemed a director and officer of the 
company (Sub-section 6). 

A form of Particulars of Directors or Managers is given on 
the following page, and the Register itself would be similarly 
ruled. 

Under Section 344 every company incorporated outside Great 
Britain which establishes a place of business within Great 
Britain must, within one month from the establishment of the 
place of business, iodge with the Registrar of Companies 
(amongst other documents) a list of the directors of the company 
containing all the particulars which are required to be recorded 
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by a company incorporated in Great Britain in its Register of 
Directors. ; 

Those particulars are required to be lodged with the Registrar 
of Companies within one month from 1st November, 1929—(1) 
by every such company which had established a place of business 
in Great Britain before Ist April, 1909, and on 1st November, 
1929, continued to have such a place of business; (2) by com- 
panies incorporated in Northern Ireland before 1st January, 
1922, which at 1st November, 1929, had a place of business in 
Great Britain; and (3) by companies incorporated in the Irish 
Free State which before 27th March, 1923, established a place 
of business and at 1st November, 1929, continued to have a place 
of business in Great Britain. 


5. REGISTER OF TRANSFERS. 


The ruling on the opposite page for the Register of Transfers 
of Shares will need but little explanation. 

The column provided against both the names of the trans- 
feror and the transferee, in which to enter respectively the page 
or folio of the Register of Members to which the particulars 
are transferred, will facilitate easy reference. 

Where companies have different classes of shares &e. the 
secretary should ask the directors to resolve that each class be 
transferred separately. This is the usual custom, but it should 
be made compulsory, as instances have occurred in which two 
classes of shares have been transferred by one deed of transfer, 
and such a course is likely to prove, at the least, very incon- 
venient. 

In companies where very many transfers are expected a 
separate Register is sometimes kept for each class, the column 
headed ‘‘ Class’’ being omitted. The same remark as to the 
class column would, of course, apply to companies the capital 
of which consists of shares of only one denomination and 
value. 

The ruling shown opposite may be used, mutatis mutandis, 
for a Register of Transfers of Debentures; and that on page 116 
for Transfers of Debenture Stock, 
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REGISTER OF TRANSFERS 


TRANSFEROR’S 
Number 
Date of 
fer. Folio in Reg. i 
iranetes of Debenture Name. Address, OG me. 
Stock Holders. 


OF DEBENTURE STOCK. 


TRANSFEREE’S 


Amount 
- of 
ats | Remarks, 
3 Folio in Reg. Stock 
Name. Address, Ocempation of Debenture Transferred. | 


Gf any). Stock Holders. 


In connection with the Register of Transfers the reader is 
particularly referred to the heading of ‘‘ TRANSFER AND TRANS- 
MISSION OF SHARES ”’ (page 248, post). 


6. TRANSFER RECEIPT BOOK. 


The appended form of receipt for transfers gives all neces- 
sary particulars. The forms should be numbered consecutively. 
The labour of writing the particulars twice (on the receipt and 
on the counterfoil) will be avoided if a duplicate sheet is 


provided with each receipt form, and pencil and carbon paper 
are used. 
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iis See ts oe ee Le Fe ree ee eens en eee 19S) Ac 
CNG TED Bran soca eens om neearee anne Transfer Deed 
¢ certified) 

Preference 
ROR ee Paes ST Techy ee AS eee ae Ordinary Shares 
PROM ert ek ee Se” ny PAN TRUE ere Sok See a Aes aS together with 
Wertincatenlori. . MtCie: Weta Cir ee onlay Shares and 


Piste Ae pe a eacSOD a Nik EA Secretary. 

The new Certificate will be ready for delivery in exchange for this 

BECOIDG (ONeethOm. 22 eee ee 193 , or on request will be sent by 
post at your risk. 


In the ease of shares not fully paid the words ‘‘ per 
share paid up ”’ should be inserted after the first number and 
description of the shares. 


7. BALANCE RECEIPT BOOK. 


See form of Balance Ticket (page 265, post) and remarks 
under the head of ‘‘ TRANSFER AND TRANSMISSION OF SHARES ”’ 
(page 248 et seq., post). 


8. TRANSFERS FEES BOOK. 


This will be found useful when the fees paid on registration 
of transfers, probate of wills, inspection of Register, &¢., are 
not incorporated daily with the ordinary accounts of a company, 
but handed over at stated periods by the Registrar or Transfer 
Clerk. A ruling somewhat as follows will serve :— 


Transrers CasH Book. 


No. of Transfer 


or Particulars. Amount. 


Date. | Received from 
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9. REGISTER OF SHARE WARRANTS.' 


The ruling set out on the opposite page will be found suitable 
for this Register. 

Holders of share warrants to bearer are entitled, subject to 
the regulations contained in the Articles of Association, to 
surrender their warrants, obtaining share certificates in 
exchange, and to have their names entered on the Register of 
Members. The ruling given will serve to record all necessary 
particulars relating to both the issue and the surrender of the 
warrants, 


10. SHARE CERTIFICATE BOOK. 
(See ‘‘ Certiricates or Tirun,’’ page 180, post.) 


It is the general practice to print on the counterfoil of the 
Certificate Book, in small type, the heads of particulars given 
on the certificate, and when a certificate is prepared, names, 
dates, numbers, &c., are filled in as on the certificate itself. 


11. SHARE WARRANTS BOOK. 


Share Warrants should be bound in book form with counter- 
foils in the same manner as Share Certificates. 


12. OPTION CERTIFICATE BOOK. 


A form of Option Certificate is given on page 189, post. 
These Certificates should be printed with receipt slips and 
counterfoils attached. They may be bound up in the same way 
as Share Certificates, and should bear an impressed twopenny 
stamp. 


13. ALLOTMENT BOOK. 


This has been sufficiently described under the heeding 
‘* ALLOTMENT ”’ (page 66 et seq., ante). 


? See also under heading ‘‘ SHARE WARRANTS,” page 190, ped. 
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14. REGISTER OF CALLS. 


When calls upon shares are being made after the allotments 
have been entered in the Register of Members it will be found 
advisable to enter the details of the call, the amount payable 
thereon by each member, and the dates payment is received in 
a Register of Calls. The maintenance of this Register will 
make it possible at any time to ascertain quickly the calls in 
arrear. In the cases of private companies and of public com- 
panies having a small number of members it will, however, not 
be necessary, as the information as to calls in arrear can readily 
be obtained on examination of the Register of Members. 

A ruling for the Register of Calls is shown on the opposite 
page. 


15. AGENDA BOOK. 


The Agenda Book, in which are set forth the matters to be 
brought before the meetings of directors and members, may be 
of any convenient size or style. The date of meeting &c. 
should be written across the top of the page or folio and the 
agenda on the left side only, leaving spaces between the items 
to enable the chairman’s remarks and the resolutions passed to 
be inserted on the right-hand side. 


16. SEAL BOOK. 


As every company has a Seal, and great importance is 
attached to the use of it, a Seal Book is especially advisable 
(see ‘‘ THE Sxau,’’ page 38, ante). A ruling similar to the 
following will serve :— 


Date of | Initials of 


Document Sealed. Resolution or | Date of | Directors i ; 
Order to Seal. Sealing. | and Officials How Disposed oi. 


| Signing. 
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17. DIVIDEND ACCOUNT BOOK or LIST. 


Before a dividend is paid it is necessary to prepare a list 
of the members and the number of shares held by each, and to 
calculate the amounts of dividend due to the various members, 
the income tax deductible therefrom, and the amounts to be 
entered in the warrants (see pages 242 and 243). 

In the case of companies having a small number of members 
the list &e. may be made in a bound book, but in the case of com- 
panies which have a large number of members it will be found 
convenient to prepare the list on loose sheets, so that more than 
one clerk may be employed on the work of preparation and 
the writing of the dividend warrants. As soon, however, as the 
warrants have been prepared the loose sheets should be bound 
together in the order in which the members’ names appear in 
the Register of Members. 

It will facilitate the writing of the warrants if in inserting 
the names on the dividend list the Christian names are placed 
before the surnames. 

The number of each member’s page in the Register of 
Members should be placed on his warrant in order to simplify 
the checking of the paid warrants, when received from the 
Bank, with the dividend list. 

A convenient ruling for the Dividend Account Book or List 
is shown opposite. ; 
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COMMERCIAL BOOKS OF ACCOUNT. 


Tux secretary of a company is responsible for the proper 
keeping of the books which have been mentioned in the preceding 
chapter: viz., Register of Members, Minute Books of General 
Meetings and of Directors’ Meetings, Register of Directors or 
Managers, Register of Charges, and other books and registers 
in which are recorded share holdings, share transfers, share 
certificates, allotment of shares, documents, use of seal, 
agenda, &c. ; 

In addition to these records there are the Commercial Books 
of Account, and it is to be noted that by Section 122 of the 
Act, every company must keep books of account with respect to— 


(a) All sums of money received and expended by the 
company and the matters in respect of which the 
receipt and expenditure takes place; 

(b) All sales and purchases of goods by the company ; 

(c) The assets and liabilities of the company ; 


and any director who fails to take all reasonable steps to 
ensure that these books are kept, or has by his own wilful act 
been the cause of any default by the company in that respect, 
is liable for each offence to imprisonment for a term not ex- 
ceeding six months or to a fine not exceeding £200. 

The books of account must be kept at the registered office 
or at such other place as the directors think fit, and they must 
at all times be open to inspection by the directors (Section 122, 
Sub-section 2). 

Section 274, which deals with penalties to which directors 
and officers are liable in a case where, in a winding up, it is 
shown that proper books of account were not kept, is also 
important, as it affords an indication of what would be 
regarded as the minimum of information to be recorded in 
proper books of account. It is there stated that proper books 
of account shall be deemed not to have been kept in the ease 
of any company if there have not been kept during the two 
years immediately preceding the winding up such books or 
accounts as are necessary to exhibit and explain the transac- 
tions and financial position of the trade or business of the 
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company, including books containing entries from day to day 
in sufficient detail of all cash received and cash paid and, 
where the business has involved dealings in goods, statements 
of the annual stocktakings and (except in the case of goods 
sold by way of ordinary retail trade) of all goods sold and 
purchased, showing the goods and the buyers and sellers thereof 
in sufficient detail to enable those goods and those buyers and 
sellers to be identified. 

It is the function of an accountant to devise the methods 
by which the operations involving the transfer of money or 
money’s worth to and from the company are to be recorded, 
and frequently to supervise their application by the book- 
keeping staff. It may therefore appear to some secretaries to 
be somewhat unnecessary to include a section on Commercial 
Books of Account in a work dealing with the duties of a 
secretary. 

In the case of most companies of any magnitude the secretary 
is not personally responsible for the keeping of these books; 
but he has a general responsibility to the directors, and through 
them to the shareholders, in regard to all matters affecting the 
company, and the secretary who desires to be efficient cannot 
afford to be entirely ignorant of the methods by which figures 
are prepared for submission to the directors, on the basis of 
which decisions may be taken which may have a vital effect on 
the prosperity of the company. : 

Accountancy may, perhaps, be defined broadly as the science 
of recording concisely those operations of a business which 
involve the transfer of money or money’s worth in a form 
capable of providing summarised statements giving the 
maximum amount of information in the minimum amount of 
space, and the art of interpreting rightly the figures so obtained. 

The secretary may be more directly concerned with the art 
than the science of accountancy, but he cannot hope to attain 
great proficiency in the art without some knowledge of the 
principles underlying the science. 

It is not possible to deal fully with these principles in this 
work, and there are many excellent books dealing with 
accountancy from various points of view which are available for 
any secretary who wishes to make a special study of the subject. 
It is hoped, however, that some notes of a general nature will 
prove helpful and form a sound basis for further study. 
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ALLOCATION OF SECRETARIAL AND ACCOUNTING 
DUTIES. | | 


The duties devolving respectively upon the secretarial and 
the accountancy departments must vary according to the 
peculiar circumstances of each company, but where the business 
is large enough to justify the appointment of a secretary and 
an accountant the work should be allocated in the following 
manner :— 


Secretary. 

Maintenance of the Registers of Members, Directors or 
Managers, Transfers and Charges. 

Taking minutes of Board and General Meetings, and 
recording attendance at Board Meetings. 

Signing of all cheques and bills. 

Correspondence with shareholders and others upon all 
matters concerning the company. 

Consideration and preparation of agreements, leases, and 
similar documents in consultation with the solicitor 
and appropriate officials. 

Custody of all important documents and fulfilment of 
all duties falling upon the secretary and described 
earlier in this volume. = 

The supervision of the receipt and payment of cash and 
the control of the cashier and the banking accounts. 

Control of staff general to the whole business and not 
directly attached to any department. 


Accountant. 

Keeping of all the Commercial Books of Account. 

The checking of purchase invoices to ensure that the 
purchases have been duly authorised and that full 
value has been received; the certification of the 
invoices for payment. 

The checking of sales invoices to ensure that all sales 
have been duly charged. 

Correspondence in connection with the accounts. 

Preparation of profit and loss account and balance sheet 
and of statistical data for the information and use of 
the other administrative and technical departments. 

Keeping of cost accounts (if any). 
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The internal audit of the detail work in his own depart- 
ment and in the cashier’s section of the secretarial 
department. 


BOOK-KEEPING. 


There are two systems of book-keeping, which are known 
as ‘‘ Single Entry ’’ and ‘‘ Double Entry.’’ 


SinetE Entry. 


Single Entry describes a system of book-keeping which 
records each transaction only as it affects the customers, 
suppliers, &c., of the business. The books usually kept under 
this system include a Personal Ledger (containing the accounts 
of debtors), Cash Book, and Sales Day Book, and the entries 
made therein are only a partial record of the business 
transactions of the company. 

The only means of ascertaining the profit earned or the loss 
sustained by a business keeping books by Single Entry is to 
prepare at a particular date a Statement of Affairs showing 
the assets and liabilities, and to compare the amount of the 
Capital of the business (representing the excess of the assets 
over the liabilities) with the Capital similarly ascertained at a 
previous date. Any increase of Capital—allowances being 
made for additions to or withdrawals from the business during 
the period—is the profit made, and any decrease is the loss 
incurred. 

This Statement of Affairs is prepared by listing the amounts 
due by debtors as shown in the Personal Ledger; by preparing 
an inventory and valuation of the stock-in-trade and a valua- 
tion of any other assets—e.g. leasehold property, plant and 
machinery, tools, horses, carts, furniture, investments, &¢.— 
and by obtaining from the suppliers’ invoices, statements, &c., 
the particulars of the debts owing by the business. 

The great disadvantages of the Single Entry system are 
that no detailed information can be obtained showing how 
a profit or loss has arisen, no continuous record of the progress 
of the business is maintained, and there is a serious danger of 
an error in the estimate of the profit or loss, as omissions and 
errors are very easily made in preparing the Statement of 
Assets and Liabilities. Little reliance can, indeed, be placed 
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upon the amount of profit or loss disclosed by Single Entry 
book-keeping, which is a system that is rarely employed except 
in keeping private personal accounts‘and the accounts of very 
small businesses. 


Dousute Entry. 


Double Entry book-keeping is the system adopted by all 
businesses of any magnitude. The use of the term ‘‘ Double 
Entry ’’ arises from the fact that each business transaction has 
a double effect. Thus a purchase of goods on credit creates a 
liability to pay the supplier, and at the same time provides as 
an asset a stock of commodities. The payment of cash in 
settlement of an invoice eliminates the liability and decreases 
the asset ‘‘ cash ’’; the sale of goods creates an asset in the 
amount due by the customer and at the same time reduces the 
asset ‘‘ stock of commodities ’’; the payment of cash by way 
of salary to an employee reduces profit and diminishes the asset 
‘“eash’’; the receipt of a transfer fee increases profit and 
inereases the asset ‘‘ cash.’’ 

Double Entry book-keeping, therefore, is the system of 
recording each individual transaction in the two accounts which 
are affected by it. Accounts of persons to whom eash is paid, 
goods sold, or services rendered are debited with the amount 
or agreed value thereof, while accounts of persons from whom 
cash is received or goods purchased or by whom services are 
rendered are credited with the amount or agreed value thereof. 
In each ease the corresponding account (cash, sales, purchases, 
&e.) is credited or debited. 

The book-keeping entries called for by the transactions 
mentioned above would be as follows :— 


(a) Purchase of Goods.—Credit supplier, debit stock of 


commodities. 

(b) Payment of Cash to Supplier.—Debit supplier, credit 
cash. 

(c) Sale of Goods.—Debit customer, credit stock of 
commodities. 


(d) Payment of Salary to Employee.—Debit employee, 
eredit cash. 

(e) Receipt of Transfer Fee—Credit shareholder, debit 
cash, 
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It will be observed that in each of these transactions one 
of the two entries affects a person and the other affects an 
asset or a liability of the business, and it is worthy of note 
that the distinction between Single and Double Entry book- 
keeping is that under the former, generally speaking, only the 
first entry (that affecting the person) may be said to be made, 
while the latter requires both. ; 

Actually cash is paid only for goods purchased or services 
received, while it is received only for goods sold or services 
rendered, and if all goods and services were paid for when 
received, sold, or rendered, there would be no need for the 
keeping of the personal accounts of suppliers or customers, 
and the book-keeping entries would be reduced accordingly. 
Thus in the purchase of goods for spot cash the transactions 
(a) and (b) above would be recorded as follows :— 

Debit ‘‘ stock of commodities,’’ credit ‘‘ cash ’’; while the 
sale of goods would call for the reverse of these entries. 

In practice the payment of salaries is recorded, not by first 
debiting a “‘ salaries account ’’ and crediting each individual 
employee and thereafter debiting the employee and crediting 
cash, but merely by debiting ‘‘ salaries account ’’ and crediting 
*“ eash,’’ as no purpose would be served by maintaining a 
separate personal account for each employee. In a similar 
manner the receipt of a transfer fee is recorded directly by 
debiting ‘‘ cash ’’ and crediting ‘‘ transfer fees account.’”’ 

Under a system of Double Entry book-keeping the trans- 
actions of a business are recorded in Ledger Accounts, which 
are designed to classify the transactions according to their 
natures. These accounts are in two groups, known as 
‘< Personal ’’—1.e. accounts with customers, suppliers, and 
others—and ‘‘ Nominal ’”’ (or ‘‘ Impersonal ’’)—4.e. accounts of 
assets, liabilities, expenses, stock, purchases, sales, and so on. 

A complete list of the balances of these Personal and 
Impersonai Accounts in a Double Entry system is called the 
‘¢ Trial Balance,’’ and as every entry on the debit side of an 
account has had a corresponding entry on the credit side -ox 
another account the tctal debit balances will agree with the 
total credit balances if the entries have been accurately made 
and the balances accurately extracted. From the figures in the 
Trial Balance the Profit and Loss Account and Balance Sheet 
of a business are prepared. 


S.M.—O 
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It will be noticed that every transaction of a business is 
recorded in the Ledger in the two accounts which are affected ; 
in theory, therefore, the Ledger is the only book required under 
the Double Entry system. In practice, however, various sub- 
sidiary books are used, according to the requirements of the 
business concerned; many of these are regarded as standardised 
for particular classes of business and are in general use. It 
may be helpful to impress on the lay mind the fact that all 
Subsidiary Books of Account are off-shoots from the Ledger, 
and that their purpose is to classify and summarise transactions 
of a similar nature before making entries in the Ledger. 

For example, the transactions involving the payment or 
receipt of money are recorded in a Cash Book; the totals of 
this book may be posted periodically to the Cash Account in 
the Ledger, but, generally speaking, this is not done, and the 
Cash Book is used as the Ledger Account for Cash and the 
balance of this book must be included on the Trial Balance; 
together with the balances of all other accounts. 

Another example of a Subsidiary Book is the Journal. 
It has been found more convenient to record the particulars of 
transactions first of all in a Journal and from this book to 
make the postings to the Ledger Accounts affected. This 
procedure has the additional advantage of making it easier to 
detect any omissions to complete the Double Entry, as a 
" scrutiny of the Journal will reveal any unposted items, whereas 
if entries are made direct into the Ledger only a complete check 
of all the entries in all the accounts would ensure that in no 
ease had a single entry been made without a corresponding . 
entry in another account. 

All Subsidiary Books of Account in use in any business are 
designed to serve the same purposes as these two books; that 
is to say, that either they represent individual Ledger Accounts 
which are kept in separate books for the sake of convenience, 
like the Cash Book, or they provide an extension of the Journal 
by summarising transactions of a similar nature prior to 
making entries in the Ledger Accounts. 


DESCRIPTION OF COMMERCIAL BOOKS. 


It is not possible in the compass of this work to describe in 
detail a set of books that will suit every business, but the 
examples which follow will illustrate the essential features. 
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The books of any business will be found to include the 
following in one form or another :— 


Ledger, which may be in one book or divided into the 
following sections, which themselves may be further 
subdivided— 

(a) General (or Private) Ledger. 
(b) Sales (or Debtors) Ledger. 
(c) Purchase (or Creditors) Ledger. 

Cash Book (and Petty Cash Book). 

Journal. 

Subsidiary Books. 

Sales Day Book. 

Purchase Day Book (Invoice Book). 
Bills Receivable Book. 

Bills Payable Book. 

Wages Book. 


Any of these books may be subdivided as convenience 
requires, and may be described by other names, but the above 
are their usual titles. 


THE LEDGER. 


The Ledger is the all-important book, as every transaction 
must be recorded in one or other of its sections in its two-fold 
character—.e. on the deb*t side and credit side of the particular 
accounts affected. 

The ruling of the Leciger generally consists of columns for 
the date, particulars, folio, and two cash columns on each page; 
but in some circumstances it may be desirable to provide for 
a greater number of columns in certain of the Ledger Accounts, 
so that a further analysis of these particular accounts may be 
readily obtained under convenient headings. 

The Voyage Account in the books of a shipping company 
may, for example, consist of a number of debit and credit 
columns, headed so as to classify automatically under con- 
venient headings as posting proceeds the revenue and expendi- 
ture of each voyage without the necessity of making subsequeat 
and special extractions and analyses. 

A few typical accounts usually to be found in a Generai (or 
Private) Ledger of a manufacturing company may be given. 
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LIABILITY ACCOUNTS. 


Ordinary Share Capital Account. 

Preference Share Capital Account. 

Debenture Account. 

Loan Accounts. 

Purchase Ledger Control Account (or Sundry Creditors). 
Bills Payable Account. 

Depreciation Reserve Account. 

Insurance Reserve Account. 

General Reserve Account. 

Profit and Loss Account. 


ASSET ACCOUNTS. 
Goodwill. 
Patents Account. 
Patterns, Jigs, and Drawings. 
Freehold Land and Buildings. 
Leasehold Land and Buildings. 
Fixed Plant and Machinery. 
Loose Tools and Plant and Equipment, &e. 
Stock of Commodities (Raw Materials and Finished 
Products). 
Investment Account. 
Sales Ledger Control Account (or Sundry Debtors). 
Bills Receivable Account. 


TRADING AND PROFIT AND LOSS ACCOUNT ITEMS. 


Purchases (probably divided according to classes of goods). 

Wages. 

Carriage Inwards. 

Repairs and Maintenance — Buildings, Plant, and 
Machinery. 

Power, Light, and Heating. 

Rent and Rates. 

Management Salaries. 

Office Salaries. 

Office Expenses. 

Printing and Stationery. 

National Insurance. 

Saies Salaries, and Commission. 


THE LEDGER. 133 


Travelling Expenses. 

Carriage Outwards. 

Advertising. 

Discount. 

Sales (probably divided according to departments, classes 
of products, or areas). 

Debenture Interest. 

Bank Interest and Charges. 

Interest Receivable. 

Depreciation. 

Directors’ Fees. 

Preference Dividend. 

Ordinary Dividend. 


The cash balance does not usually appear in an account in 
the Ledger, but, as already mentioned, the Cash Book is really 
the Cash Ledger Account, which is bound and kept separately 
for convenience only, and the balance of the Cash Book is 
therefore a Ledger balance. 


CASH BOOK. 


The ruling of the Cash Book is of importance. It should 
at least provide columns as follows: On the Receipts side, 
for date, account to be credited, narrative, Ledger folio, 
discount allowed, amount received, and the daily total of 
receipts (7.e. payments into bank); and on the Payments side, 
for date, account to be debited, narrative, voucher number, 
Ledger folio, discount received, and amount paid. 

It should be the invariable rule to pay into the Bank daily 
the exact amount of money received and to make all payments 
(other than petty cash payments) by cheque. The Cash 
Account (or Cash Book) then becomes the Bank Account, 
and the balance thereon at any time can be agreed with the 
balance in the Bank. Each month the Cash Book should be 
ruled off, the additions filled in, and the closing balance carried 
down to the following month. At the same time the balance 
should be agreed with the Bank Pass Book by the preparation 
of a reconciliation statement opening with the balance shown 
by the Cash Book, and setting out any adjustments necessary 
thereon; for example, certain cheques issued may not yet have 
been presented at the Bank, while amounts paid into the 
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Bank may not have been credited in the Pass Book owing to 
collection delay. 

Where Ledger Control Accounts (see'later) are kept it will 
be necessary to provide a column on the appropriate side of 
the Cash Book for each of the Ledgers to which receipts and 
payments will be posted, and as each item is entered in the 
Cash Book the amount should be placed in the appropriate 
Ledger column. 

As each day’s receipts are banked the amount will be 
entered in the ‘‘ Daily Total ’’ (i.e. Bank) column, the total of 
which will, where separate Ledger columns are in use, agree 
with the sum of the total of these Ledger columns at any date. 

The discount columns which are provided in the ruling do 
not strictly form part of the Cash Book or Cash Account. 
They are placed in this book for convenience only, in order to 
obviate the extra work that would be entailed by passing the 
discount entries through the Journal and to facilitate the 
posting to the Personal Accounts in the Ledger, as the discount 
must be debited or credited, as the case may be, to the same 
account as the net amount of cash paid or received. The 
discount columns take the place of Journal entries, and the 
amounts shown therein are not used in the balancing of the 
Cash Book. Each month the totals of the discount columns 
are posted to the Discount Account in the Ledger; that on the 
receipts side to the debit, and that on the payments side to 
the credit of that account, thus forming the converse to the 
discount entries in the Sales and Purchase Ledger Accounts. 

Where Ledger Control Accounts are kept the discount totals 
are also entered in the Sales and Purchase Ledger Control 
Accounts on the same sides as the details thereof have been 
entered in the Personal Accounts in the Sales and Purchase 
Ledgers. The monthly totals of the columns are posted from 
the Cash Book to the various Control Accounts kept. 

In order that the Cash Book may be considered a proper 
book of account in the terms of Section 274 of the Act, all 
entries therein which are not posted to the Personal Ledger 
Account of a supplier or customer should contain in the 
narrative column sufficient detail to explain the transaction or 
the vouchers explaining them should be kept on file for at least 


two years. For other purposes it is generally desirable to retain 
these vouchers for a much longer period. 
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PETTY CASH BOOK. 


This book should be ruled with a ‘‘ Total Expenditure ’’ 
column, and have other columns provided in which to record 
the analysis of the expenditure (e.g. ‘‘ travelling expenses,’’ 
“* postages,’’ ‘‘ telegrams,’’ &.). <A ‘‘ Receipts ’’ column must 
also be provided in which to record the amounts of the cheques 
received from the cashier to finance the petty cash payments. 
At the end of each month the totals of the various expenditure 
analysis columns will be posted to the appropriate accounts in 
the General Ledger. 

It is always advisable to keep the petty cash on the Imprest 
system, under which the petty cashier is at first provided with 
a round sum (known as a ‘‘ Float’’) sufficient to meet the 
expenditure for (say) a week. At the end of each week the 
petty cashier is given a cheque for the amount expended by 
him during the week, as shown by his Petty Cash Book, and 
the float is thereby reinstated. 

The first payment (7.e. the float) and the subsequent 
payments for the weekly petty cash expenditure will be 
entered in the Cash Book, but will be referenced only to the 
folio of the Petty Cash Book on which they appear as 
“* receipts.’ 

The Imprest system is appropriate and desirable for the 
control of all payments made by travellers, stewards, or other 
officials of a company entrusted with the payment of cash, as 
well as for the petty cash payments in the office, as by this 
means a summary of the expenditure from petty cash is 
brought before the secretary and the directors, and attention 
is drawn to any larger or unusual payments. 


JOURNAL. 


Originally the Journal was used for the primary record of 
all transactions—sales, purchases, returns, receipts, payments, 
allowances, transfers, and other adjustments. Gradually the 
functions of the Journal have become more and more restricted 
by the institution of separate primary records of cash, 
purchases, sales, and returns transactions. Even after the 
segregation of these transactions in separate books the Journal 
continued for a time to be used as the medium for posting the 
periodical total of each class of transaction to its. appropriate 
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Ledger Account. Nowadays the posting of these periodical 
totals is done direct from the subsidiary books, and conse- 
quently the Journal is used only for the purpose of making 
transfers from one Ledger Account to another in the same or 
a different Ledger which cannot be conveniently made through 
any of the subsidiary books. 

Where Ledger Control Accounts are kept it is necessary 
that the Journal ruling should provide a debit and a credit 
column for each Ledger. 

The following are examples of Journal entries made on the 
formation of a company taking over a going concern and 
other entries which will be of particular interest to a company 
secretary. 

The purchase of the business will be recorded as follows :— 


Goodwill (if any) a oe Dre XG 

Freehold Land and Buildings Dr. 

Plant and Machinery beta! 8 da 

Loose Tools .. ee Say 2 

Stock of Materials .. bse 1) 2 
fs Finished Goods .. Dr. 

Work in Progress a ae, cog Fae 
To Vendor .. Ais ce 


Being consideration to be 
paid by the company 
for the above. 


In the event of assets of other classes than those specified 
above being acquired in the purchase of the business they will 
be included in the above entry, either in place of or in addition 
to those specified. 

If certain liabilities of the business are taken over a further 
entry will be made in the Journal on the following lines :— 


Vendor .. st a OTe eens 
To Trade Creditors re £ 
To Income Tax Liability, &e. 

Being the amount of the 
liabilities of 
taken over 
on the purchase of the 
business. 
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If the purchase price payable to the Vendor is to be 
satisfied in part by the issue of fully paid preference and 
ordinary shares and debentures, a Journal entry will be made 
when the shares are actually allotted and the debentures 
issued, as follows :— 


Vendor .. wr ad eS Disrceis sf: 
To Debentures an if £ 
To Preference Share Capital 
To Ordinary Share Capital 

Being part purchase con- 
sideration. 


When shares are issued for cash, unless the whole amount 
is payable on application, an Application Account will be 
opened for each class of share in the Private or General Ledger, 
and the amounts received on application will be entered in 
the Cash Book and posted to the credit of that account. Any 
amounts refunded to applicants for shares (by reason of 
withdrawal,’ over-subscription, or any other cause) will 
similarly be entered in the Cash Book and debited to the 
Application Account. In the case of any over-subscription 
for shares the above entries will leave at the credit of Appli- 
cation Account a certain amount of the money payable on 
allotment, and a Journal entry will be necessary to transfer 
that amount to the appropriate Allotment Account as follows :— 


Application Account for Pre- 
ference (or Ordinary) Shares Dr. £ 

To Allotment Account for 

Preference (or Ordi- 


nary) Shares .. 7 £ 
Being amount of 
allotment money 


retained from ap- 
plication moneys. 


After this Journal entry has been posted to the Ledger 
Accounts there will remain at the credit of Application 
Account the amount payable on application in respect of the 
shares that have been allotted, and a further Journal entry, 


1 As to withdrawals of applications for shares see page 74. 


S.m.—5* 
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transferring this amount to the appropriate Share Capital 
Account, will be made as follows :-— 


Application Account for Pre- 
ference (or Ordinary) Shares Dr. & 
To Preference (or Ordi- 
nary) Share Capital 
Account a £ 
Being amount pay- 
able on application 
in respect of 
shares allotted 
198% 


When aliotment has been made the amount payable on 
allotment will be debited to the Allotment Account and 
credited to the Share Capital Account by a Journal entry 
thus :— 


Allotment Account for Pre- 
ference (or Ordinary) Shares Dr. £ 

To Preference (or Ordi- 

nary) Share Capital 
Account re es £ 

Being amount pay- 

able on allotment of 

shares on 

es193" 


In similar manner, when each call is made a Ledger 
Account will be opened for it, and the Call Account will be 
debited by means of a Journal entry and the Share Capital 
Account credited with the total amount payable on the call. 
Money received from shareholders in payment of the calls 
will be credited to the appropriate Call Accounts through the 
Cash Book, and the balance on a Call Account at any time will 
represent the amount outstanding (or in arrear, if the date of 
the call is past) due by shareholders. 

When shares are issued at a premium an account will be 
opened for the premium, called ‘‘ Premium on Preference 
(or ‘ Ordinary’) Shares Account,’’? and the amount received 
from shareholders in payment of the premium will be credited 
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to this account. The amount of the premium if, say, it is 
“eluded in the final call, will be journalised as follows :— 


Finar velt Account for Prefer- 
ence (or Ordimary)} Shares Dr. £ 

To Preference (or Ordi- 
nary) Share Capital A/e £ 

To Premium on Prefer- 

ence (or Ordinary) 

Shares Account xe 

Being allocation of 

amount payable on 

Final Call in respect 

of _ shares allotted 

on MASE 


Where, under the provisions of Section 47, shares are issued 
at a discount, it will be necessary to open an account called 
** Discount on Preference (or ‘ Ordinary’) Shares Account,”’ 
and when allotment has been made, the amount of the discount 
will be journalised as follows :— 


Discount on Preference (or 
Ordinary) Shares Account Dr. £ 

To Preference (or Ordi- 
nary ) Share Capital A/c £ 

Being amount of dis- 

count in respect of 

shares allotted on 

Laas 


In the event of calls on shares remaining unpaid and the 
directors exercising the powers conferred upon them by the 
Articles of Association to forfeit these shares, it will be 
necessary to make Journal entries transferring to a Forfeited 
Shares Account the amounts that have been paid up on the 
forfeited shares. These entries will be:— 


Preference (or Ordinary) 
Share Capital Account .. Dr. £ : : 
To Forfeited Shares A/c .. £ 
Being the nominal value 
of shares forfeited 
this day. 
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Forfeited Shares Account .. Dr. £ 
To Final Call A/e for 


shares .. £ 
To Third Call A/e for 
shares, &e. 


Being the amount of calls 
in arrear on_ shares 
forfeited this day. 


The balance on the Forfeited Shares Account will then be 
the difference between the nominal value of the shares for- 
feited and the calls in arrear in respect thereof—that is, the 
amount paid up on the shares. 

When debentures are issued at a discount the liability of 
the company is for the full value, and it is accordingly 
necessary to have this liability shown in the books. The 
amount received from subscribers will fall short, by the 
amount of the discount, of the full value of the debentures 
issued, and a Journal entry is necessary to make the adjust- 
ment, as follows :— 


Discount on Debentures A/e Dr. £ 
To Debentures Account .. 3 
Being amount of discount 
at % on £ 
Debentures issued on 
aa) oie 


As and when the discount is written off against profits 
(possibly by instalments over a number of years not exceeding 
the term of the debentures), further Journal entries in the 
following form will become necessary: viz.— 


Profit and Loss Account .. Dr. £ 
To Discount on Debentures 
A/e ore : tz £ 


Being proportion of 
discount written off. 


Most companies do not distribute in dividends the whole of 
the profits they make, but utilise a portion of these profits for 
capital purposes in the expansion of the business. Consequently 
the surplus of profits accumulates either ag an increasing 
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balance on the Profit and Loss Account or in one or more 
Reserve Funds to which portions of the profits may have been 
transferred. 

When it is thought necessary to make the share capital 
more closely reflect the actual capital employed in the business, 

® this can be effevied by what is called ‘‘ capitalising ’’ a con- 

siderable portion of the surplus or of the free reserves and 
issuing bonus shares to the shareholders in a definite ratio to 
their existing holdings. 

If the profits capitalised are represented by (say) the 
** General Reserve Fund,’’ the Journal entry required to record 
the conversion will be :— 


General Reserve Fund ak OT, 3a 
To Preference (or Ordinary) 
Share Capital Account .. £ 
Being Bonus Shares 
allotted on 
“eRe 


If the profits proposed to be capitalised are carried in the 
Profit and Loss Account that account will be substituted for 
‘“ General Reserve Fund ’’ in the above entry. 


SUBSIDIARY BOOKS. 


A variety of subsidiary books are kept with the object of 
gathering together and summarising in convenient form the 
company’s various transactions preparatory to their entry in 
the Ledger. It is usual to provide columns in subsidiary books 
with the following objects :-— 


(1) To minimise the clerical work in keeping the Ledger. 

(2) To facilitate the balancing of the books in sections. 

(3) To establish a control of separate departments by the 
responsible heads. 


Sates Day Boox. 


Every company carrying on business must sell goods or 
render services to outsiders, and a separate book is therefore 
kept to record these transactions. This book is usually called 
the Sales Day Book, but the corresponding book in businesses 
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not making sales may be the ‘‘ Contract Book,’ “‘ Fees 
Book,’’ ‘‘ Commission Book,’’ ‘* Insurance Premium Book,’’ 
‘¢ Rents Receivable Book,’’ and so on. 

Entries in the Sales Day Book should show the names of 
the persons to whom sales have been made or services rendered, 
the values of the sales or services, the date upon which they» 
have been made or rendered, and the folio in the Ledger of 
the accounts of the persons charged for the goods or services. 
A record of that description will make possible the ascertain- 
ment of the total value of the sales or services for any period, 
but it will be appreciated that in a business which is composed 
of several departments or is selling several classes of goods or 
rendering various types of services it becomes necessary to 
obtain information about the sales by each department or of 
each class of goods, or the value of each type of services 
rendered. This further information can only be ascertained 
by segregating the different sales &c. in different Sales Day 
Books or in different columns of the same book. It may even 
be found convenient to record the sales of a department in one 
book, with columns for analysing the amounts into the different 
classes of goods sold by that department. Accordingly the 
form of Sales Day Book in common use to-day will be found to 
contain the following columns: Date; Customer’s Name; Sales 
Ledger Folio; Total of Invoice, as well as further columns 
(each headed by the name of a class of goods or service) in 
which the analysis of the Invoice Total among the various 
classes of goods or services is recorded. 

Each amount shown in the ‘‘ Total of Invoice ’’ column is 
posted to the debit of the appropriate customer’s account, but 
the totals only of the analysis columns (which together should 
equal the total of the ‘‘ Total ’’ column) are posted periodically 
to the credit of the various sales accounts in the General 
Ledger. 

A business effecting sales usually has goods returned, and 
these ‘‘ returns ’’ should be entered in a separate Returns 
Section of the Sales Day Book, or in a Sales Return Book 
having the same ruling as the Sales Day Book, the postings 
being, however, made to the reverse side of the respective 
Ledger Accounts (1.e. to the credit of the customers’ accounts 
and to the debit of the various sales accounts). 

As Section 274 of the Act requires the sales records to show 


? 
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sufficient details to enable the goods sold to be identified, and 
unless a description of the goods is included in the Sales Day 
Book or of the returns in the Sales Returns Book, it will be 
necessary to keep the sales invoices and credit notes on file for a 
period of at least two years. 

The retention of these invoices and credit notes for a 
much longer period may be considered advisable on other 
grounds. 


PurcHase Day Boox. 


This book may be recognised under such names as ‘‘ Invoice 
Book,’’ ‘‘ Materials Purchased Book,’’ ‘‘ Cost Book,’’ ‘‘ Ex- 
penditure Book,’’ and so on. It is written up from invoices, 
demand notes, or other. documents representing the claims upon 
the company. 

Just as it may be advisable to segregate the different 
classes of goods sold by a business, so it may be found advisable 
to analyse the materials, stores, and goods purchased by a 
business and the services rendered to it. The ruling of the 
Purchase Day Book will therefore follow closely the lines of 
the Sales Day Book, and will provide for the following 
columns: Date; Supplier’s Name; Invoice No.; Purchase 
Ledger Folio; Total of Invoice; followed by further columns 
for the analysis of the Invoice Total into the various classes 
of materials &c. purchased. 

Each item in the ‘‘ Total of Invoice ’’ column is posted to 
the credit of the appropriate supplier’s account in the Purchase 
Ledger, while periodically the totals of the analysis columns are 
posted to the debit of the various Purchase or Stock Accounts 
in the General Ledger. 

It is to be noted that a column should be provided for the 
‘¢ Invoice Number.’’ This Invoice Number should be marked 
on the invoice, which should be filed in numerical order, and 
therefore in the order of the entries in the Purchase Day Book. 

Returns of goods to suppliers may be entered in a separate 
section of the Purchase Day Book or in a separate Purchase 
Returns Book in a manner similar to the returns from 
customers described above. 

In order to make the Purchase Day Book and Purchase 
Returns Book proper books of account as defined in Section 274 
the purchase invoices and credit notes should be kept on file 
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for at least two years, unless the goods purchased and returned 
are fully described in these books. 

There are other grounds which make advisable the retention 
of the invoices and credit notes for a much longer period. 


Buts RecetvABLE Boos. 


Some companies find it necessary to draw bills upon their 
customers for sums due to the company which, subject to the 
due payment of the bills at maturity, will settle the indebted- 
ness of such customers. It is customary to record these bills 
in a ‘‘ Bills Receivable Book,’’ from which the amount of each 
bill may be posted to the credit of the customer’s account, and 
the monthly total of all bills received to the debit of Bills 
Receivable Account in the General Ledger. The monthly total 
will also be entered on the credit side of the Sales Ledger 
Contrel Account, if this control is kept. 

The Bills Receivable Book should be ruled to provide the 
following columns: No.; Date Received; From Whom 
Received; Drawer; Acceptor; Where Payable; Date of Bill; 
Term; Due Date; Ledger Folio; Amount; How Dealt With. 
As the cash is received for the bills on maturity, or by 
discounting, it will be entered in the Cash Book and posted to 
the credit of the Bills Receivable Account, and a note made 
in the appropriate column in the Bills Receivable Book that 
the bill was duly met or that it was discounted. If the bill is 
not met at maturity or if it is renewed particulars will be 
entered in the appropriate column of the Bills Receivable Book 
stating how the matured bill has been disposed of, and a 
Journal entry will be made to effect the adjustment (if any) 
of the Ledger Accounts required by the failure to meet the bill. 


Biuts PayasuE Boor. 


It is not unusual for companies in the course of their 
business to accept bills drawn upon them by creditors, such 
bills being described as Bills Payable. A special book, known 
as ‘‘ Bills Payable Book,’’ is necessary for the record of these 
bills, and should be ruled to provide columns for the following 
sutdmmation: No.; On Whose Account; Drawer; To Whom 
Payable; Payable. at; Date of Bill; Penny Due Date: Ledger 
Folio; Amount; and Remarks. 
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The postings from this book will be made in a manner 
exactly the reverse of that described for the entries in the 
Bills Receivable Book (i.e. the Supplier’s and Purchase Ledger 
Control Accounts will be debited and Bills Payable Account 
credited). 


Waces Boox. 


This book will be ruled to suit the convenience of the 
business, but must contain a column for gross wages, one 
column for each of the deductions from gross wages (e.g. 
National Health Insurance, Unemployment Insurance, Hospital, 
&e.), and a column for the net wages payable. The total 
only of the net wages paid on a particular date will, however, 
be entered in the Cash Book, and Journal entries will be made 
debiting ‘‘ Wages ”’ and crediting the accounts for each of the 
deductions. 


Forms or Books. 


There is considerable diversity of opinion as to whether it 
is better to use ordinary bound books or loose-leaf books for 
the various books of account which have been referred to. It 
may, however, be accepted that, where the books are to be 
written up by hand, bound books may be conveniently used 
for those books of account in which the entries are to be 
recorded in chronological order (7.e. where, beginning with 
page 1, each page in the book is filled up before the next page 
is started). The books to which this applies are Cash Book, 
Petty Cash Book, Purchase Day Book, Sales Day Book, 
Journal, Bills Receivable Book, and Bills Payable Book. 

In the eases of all the Ledgers (where it is a rare oceur- 
rence for two consecutive postings to be made on the same 
page or even on adjacent pages) economy in staff and efficiency 
in the maintenance of the Ledgers will probably best be 
obtained by the use of loose-leaf books. By this method the 
Ledger accounts can be maintained always in the same order. 
and no Ledger need contain the accounts of any year other 
than the current one. 

If any of the books are to be written up with the aid of 
a typewriting machine it will almost invariably be necessary 
for these books to be in loose-leaf form. 
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TRIAL BALANCE. 


In order that the arithmetical accuracy of the book-keeping 
may be checked at frequent intervals it is advisable to prepare 
4 trial balance at the end of each month, after the postings of 
the month’s transactions have been completed. Whether this 
precaution is taken every month or not it is an essential 
preliminary to the preparation of a Balance Sheet and Profit 
and Loss Account. 

If each Ledger has been made self-balancing by the main- 
tenance in the Private or General Ledger of a Control Account 
for it, the main Trial Balance will consist of a list of the 
Balances on the Private or General Ledger, with the balance 
at the Bank as shown by the Cash Book also included. If the 
Ledger has been kept with arithmetical accuracy the total 
of the debit balances will agree with the total of the credit 
balances; if they do not agree, the postings to the Ledger, 
the additions and subtractions in the Ledger accounts and the 
additions of the items in the Cash Book, Petty Cash Book, 
Journal, and subsidiary books, the totals of which have been 
posted to the Ledger, will have to be checked until the error 
is found and eliminated. 

The balances on each of the other Ledgers also will be 
listed, and the net totals thereof agreed with the balances on 
the relative Control Accounts in the Private or General Ledger. 


PROFIT AND LOSS ACCOUNT. 


The Profit and Loss Account collects into one account all 
the balances relating to the Income and Expenditure on 
Revenue Account of the Company. According to the require- 
ments of the business this account may be prepared in sections 
in order to show the profit earned or the loss incurred at 
various stages. These sections are usually given names to 
indicate the meaning of the results they show (e.g. Manufac- 
turing Account, Trading Account, Profit and Loss Account, 
Appropriation Account), and the balance shown by each 
section is carried forward to the succeeding section until the 
final section shows the balance of profit or loss remaining in 
the business at the date of the account. 

At the end of each financial period for which accounts 
are to be prepared, after the Trial Balance has been taken out 
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and the other Ledgers agreed with the balances on the Control 
Accounts, the various income and expenditure accounts have 
to be scrutinised in order that the amounts accrued due to 
and by the company and the amounts of expenses paid. but 
applicable to future periods, may be ascertained for the 
purpose of adjusting the respective accounts. The adjustments 
in respect of these items are most readily made by transferring 
to the Profit and Loss Account the exact amounts applicable 
to the period covered by the accounts, and carrying down on 
the appropriate accounts in the Private or General Ledger 
the balances which represent the amounts due to or by the 
company not previously entered in the books. 

Depreciation has to be calculated on the wasting assets 
and the necessary provision made by debiting Profit and Loss 
Account (or a Manufacturing or Trading Account) and 
erediting (according to the decision of the directors) either the 
individual asset accounts or a Depreciation Reserve Account. 

Next, the accounts of the company’s debtors require to be 
scrutinised, in order to ascertain the amount it is necessary 
to reserve for bad and doubtful debts and for discounts to be 
allowed, so that entries may be made debiting Profit and Loss 
Account and crediting the Bad Debts Reserve and Discount 
Reserve Account. 

Meantime, inventories of loose tools, raw materials, work in 
progress, and finished products will have been prepared and 
the values ascertained. These values will be entered on the 
eredit sides of the appropriate purchases or stock accounts in 
the period for which the accounts are being prepared, and also 
- on the debit sides of the same accounts in the new period. 

Lastly, the balances remaining on the purchases, sales, 
expenses, and other revenue accounts will be transferred to 
the Profit and Loss Account (or appropriate Manufacturing 
or Trading Account). If Manufacturing and Trading 
Accounts are being prepared as well as a Profit and Loss 
Account the Manufacturing Account will be closed by the 
transfer of the balance to the Trading Account. The Trading 
Aecount will be closed in a similar manner by the transfer of 
its balance to the Profit and Loss Account, which in turn will 
be closed by carrying its balance down to the new period or by 
transferring it to Appropriation Account. (See also page 
159.) 
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BALANCE SHEET. 


After the Profit and Loss Account -has been completed all 
the accounts in the General and/or Private Ledger will be 
closed by carrying down the balances on them to the new 
period. These balances will all be Balance Sheet items—the 
debit balances appearing on the assets side ard the credit 
balances on the liabilities side. The Balance Sheet summarises 
under appropriate headings all the balances remaining on the 
Ledger Accounts, and it ought to reveal the state of the 
company’s affairs as shown by the books at the date to which 
it is made up. (See also page 159.) 


MATTERS OF SPECIAL IMPORTANCE ARISING 
ON ACCOUNTS. 


There are a number of matters of special importance with 
which a secretary should be acquainted and upon which it may 
be useful to make some comment, although it is not possible 
to deal with them at any length in this work. 


Setr-BauANCING LEDGERS. 


In a small business where the transactions in money or 
money’s worth are not numerous the number of customers and 
suppliers will be small. Consequently the transactions will all 
be recorded in one Ledger, and any arithmetical error in 
posting or adding will not be difficult to discover if a Trial 
Balance is made monthly, as the entries and additions to be 
checked will not be numerous. 

In a larger business, however, where the transactions are 
too numerous to be posted to the Ledger by one clerk, it 
becomes necessary to divide the Ledger into sections, each of 
which can be attended to by one clerk. 

The first division to be made is to separate the suppliers’ 
and customers’ accounts from the Impersonal Accounts, thus 
providing— 

(a) General Ledger ; 
(b) Purchase Ledger; 
(c) Sales Ledger. 


In still larger businesses it becomes necessary to divide the 
Purchase and Sales Ledgers into sections; and even the 
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General Ledger may be split into (a) Private Ledger anu 
(b) General Ledger. 

The more numerous the Ledgers become the more difficult 
it is to localise an arithmetical error, if the Ledgers are 
balanced as a whole, and for this reason it is advisable to 
arrange for the Ledgers to be balanced in sections. This 
sectional balancing is made possible by the maintenance in the 
General Ledger of a Control Account for each other separate 
section of the Ledger that is kept in one book. To each 
Control Account there are posted monthly the totals of all 
the items that have been posted to the appropriate Ledger, and 
consequently the total of the balances on any Ledger will, if 
the postings and additions have been made with arithmetical 
accuracy, agree with the balance on the relative Control 
Account. The sources from which the monthly totals are 
posted will be seen from the skeleton Control Accounts shown 
on previous page. 


DEPRECIATION. 


The method of providing for or writing off depreciation 
must vary according to the nature of the assets, and it is only 
possible to explain in this book the more usual methods 
adopted by companies. 

The opinion is sometimes expressed that there is no necessity 
to provide for the depreciation of wasting assets before ascer- 
taining the profits available for distribution, and some decisions 
of the Courts have given support to this view in particular 
cases. Nevertheless, when the operation of earning profit 
entails the deterioration of buildings, plant, machinery, &c., 
it is prudent and proper to recognise the fact, and to make 
provision for it out of the profits earned. 

Depreciation or diminution in the value of an asset may 
arise from any or all of the following causes :— 


(1) Wear and tear occasioned by use. 

(2) Deterioration from chemical or other action. 

(3) Obsolescence due to new inventions or systems 
providing more efficient methods. 

(4) Lapse of time. 


It As” impracticable to ascertain accurately the actual 
depreciation that takes place in any asset during each year of 
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its existence, and accordingly a basis more or less arbitrary has 
to be adopted in order to provide during its active life for 
the diminution in value that takes place. Thus it becomes 
necessary, when an asset is acquired, to estimate its value at 
the end of its useful life, and by deducting that scrap value 
from its cost the amount to be provided for depreciation during 
its estimated life is ascertained. 

The two most usual methods of calculating the amount to 
be provided for depreciation are based (a) on original cost and 
(6) on diminishing book value— 


(a) On original cost.—Under this method the estimated 
amount of depreciation is divided by the number of 
years it is estimated the asset will give useful 
service, and the original cost of the asset is reduced 
by the resulting amount every year. 


(6) On diminishing book value—Under this method a 
percentage is ascertained which, when applied to the 
estimated remaining value of the asset at the end 
of each year (1.e. the original cost in the first year 
and in succeeding years the original cost less 
depreciation already written off) will, by the end of 
the asset’s estimated useful life, have reduced the 
book value to the estimated scrap value. 


It is to be noted that whereas 10 per cent. applied annually 
to the original cost of an asset will reduce its value to nil at 
the end of the tenth year no percentage below 100 per cent. 
applied annually to the diminishing book value will theo- 
retically ever eliminate the total cost of an asset. Moreover, 
it will require the annual application of a percentage in excess 
of 30 per cent. to reduce the diminishing book value to a 
negligible amount in ten years. Similarly, whatever percentage 
is considered sufficient when applied to the original cost of 
an asset, the rate to be applied to the diminishing book value 
will require to be about three times as great. 

The arguments in favour of the two methods of depreciation 
may be summarised as follows :— 


The original cost method gives an even charge for depre- 
ciation throughout the anticipated life of the asset. 
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The diminishing book value method gives a reasonably even 
charge for the service of the asset throughout its anticipated 
life, for the depreciation charge is heavy in the early years of 
life when the cost of repairs and renewals is small, and 
becomes lighter as years go on and as repairs and renewals 
become heavier. - 

The arguments against each method may be said to be that 
it does not accomplish what the other method does, with the 
additional argument against the diminishing book value method 
that in the case of an asset with a life of less than ten years the 
depreciation charges in the first few years are unduly heavy. 
This last argument can, however, be met by applying the 
original cost method to, say, one half of the asset and the 
diminishing book value method to the other half, thus retaining 
the benefit in total of a decreasing depreciation charge year by 
year without the heavy incidence in the first years. 

The adoption of a depreciation method must be left to the 
good sense of the official charged with the application of it, 
but it is well that the secretary should be warned against a 
blind adoption of the rates allowed by the Inland Revenue for 
wear and tear, which, as a rule, are inadequate. Likewise, the 
setting aside for depreciation of lump sums, dependent upon 
nothing but the amount of profit which a company has earned, 
is to be deprecated. 

Whichever method be adopted depreciation rates should be 
fixed, where possible, for each item of plant and machinery, 
each building, &ce. 

A register is sometimes maintained containing an account 
for each item showing its whole history, its original cost, and 
the depreciation provided for it each year. Only in this way 
is it possible to determine, when an asset is scrapped, what 
further provision is necessary in order to remove any remaining 
book value from the plant and machinery or other asset account 
in the General Ledger. These asset accounts in the General 
Ledger may be likened to the Purchase Ledger and Sales 
Ledger Control Accounts, while the detailed accounts for the 
various items in the register correspond to the suppliers’ and 
customers’ accounts in the Purchase and Sales Ledgers. 

Depreciation rates should be reviewed from time to time, 
as many estimates of life fail to materialise, and the rates 
should be adjusted as soon as they are found to be inaccurate. 
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DEPRECIATION OF LEASEHOLD PROPERTIES AND PATENTS. 


It is usual to write off the cost of these assets by equal 
annual instalments over the unexpired term, but it is to be 
noted that in connection with leasehold properties it may be 
necessary to increase the annual charge somewhat in order to 
set aside profits to meet a charge for dilapidations at the end 
of the lease. 


DEPRECIATION OF Loose Toots AND PATTERNS. 


As these assets have relatively short lives—in some cases 
less than one year—it is impracticable to treat them in the 
same manner as plant and machine, and provide for the 
writing off of depreciation year by year. It is better to charge 
all expenditure during the year to ‘‘ Loose Tools’’ and 
“* Patterns ’’ Accounts, and at the end of the year to make a 
valuation of the loose tools and patterns on hand and transfer 
the difference between the balances on the accounts and the 
respective valuations direct to the Manufacturing, Trading, or 
Profit and Loss Account. 


RESERVES AND RESERVE FUNDS. 


It is perhaps unfortunate that the terminology of accounting 
is not standardised. The terms ‘‘ reserve’’ and ‘‘ reserve 
fund ’’ are often used as if they were synonymous, and 
““ reserve ’’ frequently covers a provision for a known liability 
(e.g. reserve for taxation), a provision for an anticipated loss 
(e.g. reserve for bad debts), and a free reserve (e.g. reserve 
account). 

It is suggested that some confusion of thought: would be 
avoided if the term ‘‘ provision’’ were used in all cases 
involving a liability or anticipated loss, and the term 
‘reserve ’’ always indicated an amount which was not 
required for any specific purpose at that date, while ‘‘ reserve 
fund ’’ was confined to a reserve which was invested outside 
of the business. 

Secret reserves arise when for any reason the liabilities are 
overstated or the value of the assets is understated. 


SmnKinG Founps. 


A sinking fund is created by the setting aside at regular 
intervals of definite amounts in order to provide for a liability 
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or liabilities which it is known will have to be met at a definite 
future date. 

It is usual for the periodical amounts to be set aside out 
of revenue by debiting Profit and Loss Account and crediting 
a Sinking Fund Account. The amount of the periodical 
provisions should be invested or otherwise definitely set aside 
so that the actual cash is available to meet the liability when 
it matures. 

Sinking funds are commonly created for the purpose of 
redeeming debentures or debenture stock at a specific date. 
When the debentures are to be redeemed the sinking fund 
investments will be realised and the cash thus made available 
will be utilised in repaying the debentures. If the redemption 
is made at the par value the book-keeping entries will be as 
follows :— 


On realisation of sinking fund investment. 
Cash will be debited and investments credited. 


On redemption of debentures. 


Debenture Account will be debited and Cash credited 
with the amount paid in redemption of the 
debentures. 


Where the debentures are redeemed at a premium the 
Sinking Fund Account and the corresponding sinking fund 
investments will, at the date of redemption, be equal to the 
par value of the debentures, plus the premium payable. In 
addition to the above the following book-keeping entry will 
have to be made: viz., Sinking Fund Account debited and 
Debenture Account credited with the amount of the premium. 

When a Sinking Fund Account has been built up out of 
profits, then, after the redemption of the debentures, there will 
remain at the credit of the Sinking Fund Account an amount 
equal to the par value of the debentures redeemed, and this 
amount will represent undistributed profits, and may be dealt 
with at the discretion of the directors as a free reserve, for it 
is no longer earmarked for any special purpose. 

It may be said that the object in making provision in the 
Profit and Loss Account for the periodical sinking fund 
amounts is to ensure that to that extent cash will be available 
for sinking fund purposes, and not for payment of dividends. 
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BrancH Accounts (Home). 


If the branch office is situated in the same country as the 
head office the whole of the accounting for the operations of 
the branch during a year (or half-year) may be done at the 
branch or it may be done at head office. In the former case 
head office will keep in its General or Private Ledger a current 
account for the branch, which, for accounting purposes during 
the year, will be treated in the same way as any other debtor 
or creditor account, being debited with cash and goods supplied 
and services rendered to the branch, and credited with cash 
and goods received from and services rendered by it. At the 
end of the year, when the branch has prepared its Profit and 
Loss Account and Balance Sheet, entries will be passed 
through the head office books debiting the various expenses 
accounts and crediting the branch current account with each 
of the amounts shown on the debit side of the branch Profit 
and Loss Account, and debiting the branch current account 
and crediting the various revenue accounts (sales &¢.) with 
each of the amounts shown on the credit side of the branch 
Profit and Loss Account. In this way the branch accounts 
are incorporated with those of the head office. 

If the accounting for the branch operations is done at head 
office it will be found advisable for control purposes to 
segregate the records of the branch transactions in the General 
or Private Ledger from the head office transactions. This can 
be done by maintaining separate expenses and revenue accounts 
for the branch or by the provision of a separate column in 
each of the expenses and revenue accounts for the recording of 
the branch transactions. In this case the branch must send 
the head office detailed advices of all its transactions to enable 
them to be properly dealt with in the head office books. 


BrancH Accounts (Forrien). 


In the case of foreign branches the accounting will almost 
invariably require to be done at the branch, but it will probably 
be found convenient to have the branch send monthly to head 
office (in addition to the annual or semi-annual accounts) state- 
ments of its expenses and revenue in order that the head office 
may have information regarding the branch’s operations. 

In connection with the accounting with foreign branches 
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and the incorporation of branch accounts with head office 
accounts a proper method of dealing with exchange is of great 
importance. 

When annual accounts to be gobhavtied to shareholders are 
being prepared it is necessary to incorporate the branch 
accounts with the head office accounts, and for this purpose 
the amounts which will be shown in the branch accounts in 
foreign currency must be converted into sterling. Generally 
speaking, all profit and loss items should be converted at the 
average rate ruling during the period covered, liabilities and 
all floating assets at the rate current on the date on which the 
accounts are closed, while all fixed assets should be converted 
at the rates current on the days on which payments were made 
for their acquisition. 

When the conversion of the branch Balance Sheet is com- 
plete the difference between the sterling amount shown as due 
to the head office and the amount shown in the head office 
books as due by the branch will be the profit or loss on 
exchange. The adjustment necessary to bring the head office 
books into accord with the branch books will be effected by 
an entry debiting or crediting the branch current account with 
the profit or loss on exchange, as the case may be. 

It may be mentioned here that it is not often that the Head 
Office Account balance shown in the Branch Office books agrees 
with the Branch Office balance shown in the Head Office books 
at any particular date. This is due to the fact that there are 
usually items in transit which have been entered in one set of 
books before the date in question, but of which the advice did 
not reach the other party until after that date. Special care 
must be taken to see that all such items are dealt with and 
earried to the correct accounts, so that the current accounts 
between the head office and the branch are brought into agree- 
ment before any attempt is made to incorporate the branch 
accounts with the head office accounts. 


DEPARTMENTAL AND Cost Accounts. 


Department accounts for the purpose of showing the result 
of the operations of each department of a business are kept 
in a manner similar to that described for branch accounts. 
They will, however, necessitate in a greater degree the alloca- 


MATTERS ARISING OUT OF ACCOUNTS. 157 


tion over the departments of expenss which are common to 
them all (e.g. administrative salaries, depreciation of buildings, 
&e., travellers’ salaries, telephones, telegrams and _postages, 
electric light, &c.). This allocation can only effectively be done 
if each item of expense which is common to two or more 
departments is considered separately and an equitable division 
made. 

Cost accounts are in effect a further analysis of depart- 
mental accounts, and while they do not as a rule form part of 
the book-keeping system of a business, the results obtained by 
cost accounting should be capable of reconciliation with the 
results shown by the Manufacturing, Trading, and Profit and 
Loss Accounts. Their main objects are to provide control over 
expenditure, and to furnish information which is essential 
to accurate estimating for the purpose of tendering for 
contracts. 

The subject is too wide to be dealt with effectively in this 
work, and the secretary in search of information should consult 
the text-books which deal specially with it. Briefly, however, 
cost accounting may be said to be a system of (a) recording 
the wages earned and the material consumed in such a way 
that the values thereof may be charged to the items of 
production or to the jobs upon which they have been earned 
or consumed, and (b) collating the remaining expenses and 
allocating them over the production of the period in which 
they are incurred. 

Considerable advantage in the way of an adequate control 
over the material and stores in a manufacturing establishment 
can be obtained by the maintenance of efficient stock records, 
in which an account is kept for each class of material or stores, 
showing the actual receipts into stock from suppliers or from 
the factory, the issues thereof to the producing departments 
and to customers, and the consequent balance in stock. A 
record of this description, showing not only the quantities but 
also the values of the receipts and issues, supported by a 
continuous check between the quantities shown to be on hand 
by the record and the actual physical stock, will eliminate most 
of the trouble of annual stocktaking, will simplify the prepara- 
tion of interim Profit and Loss Accounts, and will provide a 
eontrol that will, if properly used, prevent the locking up of 
eapital in unnecessarily large or unremunerative stocks. 
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CAPITAL AND REVENUE. 


In order that the books of the company may at all times 
show the true state of its affairs, great care must be exercised 
when recording the transactions to distinguish between those 
of a capital and those of a revenue nature. For example, 
expenditure on repairs is a revenue charge, and must not be 
treated as an addition to the asset concerned. Conversely, 
expenditure upon the acquisition of a new asset or upon the 
extension of an existing asset (such as a building) is an 
addition to the asset, and should not be charged to revenue. 

This subject of capital and revenue could be greatly ex- 
tended, but there is not room in a book of this character to do 
more than refer to its importance. In all doubtful cases the 
secretary should be guided by expert advice. 


Diviwenps Out or CAPITAL. 


As explained in another chapter, ‘‘ dividends ’’ must not be 
paid out of capital, except in the circumstances specified by 
Section 54. 


Prorit BreroreE INCORPORATION. 


When a company is to be formed to acquire as a going 
concern an existing business it frequently happens that the 
business is taken over as from a past date, and there is thus 
an interval of time between the date from which the business 
is acquired and the date of incorporation of the company. 

Unless profit earned by the business during this period is 
expressed by the contract to be the property of the vendor, 
the purchase price is usually deemed to include an amount 
equivalent thereto in respect of such profit, which should be 
regarded by the purchasing company as capital and not 
available for the payment of dividend. 

When an already existing company acquires a business the 
profits earned prior to the date of the execution of the purchase 
agreement should be similarly dealt with. 


Forms or PusuisHep Accounts. 


For certain classes of undertakings there are statutory 
forms in which the balance sheets and revenue accounts are to 
be prepared. These undertakings inelude— 
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Railway Companies. 

Gas Companies. 

Electric Light Companies. 
Insurance Companies. 


Particulars of these accounts and information as to the 
filing of official copies should be sought in the various Acts of 
Parliament governing their operations and accounts. 

As regards other companies Section 123 makes it obligatory 
for the directors to lay before the company in general meeting 
not later than eighteen months after the incorporation of the 
company and subsequently once at least in every calendar 
year a Profit and Loss Account. There must also be laid before 
the company in general meeting a Balance Sheet as at the date 
to which Profit and Loss Account is made up, and certain 
specified particulars must be included therein or in a state- 
ment annexed or attached thereto. Hitherto the presentation 
of a Profit and Loss Account and the particulars to be shown 
in the Balance Sheet have been regarded as domestic matters 
to be dealt with in the Articles of Association of each company ; 
but the section referred to overrides the provisions of all 
existing Articles of Association on these matters, and as the 
changes are of great importance the relevant sections should 
be carefully studied. 

Sub-section 1 of the section requires the Profit and Loss 
Account (or the Income and Expenditure Account in the case 
of a company not trading for profit) and the Balance Sheet to 
be made up to a date not more than nine months previous to 
the date of the meeting. In the case of a company carrying on 
business or having interests abroad, twelve months is allowed 
for the production of the accounts instead of nine months. 

No particular form of Profit and Loss Account is prescribed, 
but the account must show the total amount paid or payable 
to the directors as remuneration for their services during the 
period covered by the account, inclusive of all fees, percentages, 
or other emoluments paid to or receivable by them by or from 
the company or any subsidiary company (Section 128, 
Sub-section 1 (c)). . 

The above requirement does not apply in relation to a 
managing director of the company, and in the case of any 
other director who holds any salaried employment in the 
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company it is not necessary to include in the said total amount 
any sums except those payable by way of directors’ fees 
(Sub-section 3). 

The expression ‘‘ emoluments ’’ includes fees, percentages, 
and other payments made or consideration given directly or 
indirectly to a director as such, and the money value of any 
allowances or perquisites belonging to his office (Sub-section 5). 

Section 123, Sub-section 2, provides that there shall be 
attached to every Balance Sheet laid before the company in 
general meeting a report by the directors with respect to the 
state of the company’s affairs, and the amounts (if any) which 
they recommend should be paid by way of dividend or carried 
to any reserve accounts. 

A Balance Sheet must contain the information specified in 
Section 124 and include a summary of the authorised and issued 
share capital of the company and such particulars of the lia- 
bilities and assets as are necessary to disclose their general 
nature and to distinguish between the amounts of the fixed 
assets and of the floating assets respectively, and to show how 
the values of the fixed assets have been arrived at. 

The following items must be stated under separate headings 
in the Balance Sheet, so far as they have not been written off :— 


(a) Preliminary expenses (Section 124, Sub-section 2 (a) ). 
(b) Expenses in connection with any issue of share capital 
or debentures (Section 124, Sub-section 2 (b)). 

.(c) The amount of the goodwill, and of any patents and 
trademarks, if such ean be ascertained from the books 
or from any contract for the sale or purchase of 
property to be acquired by the company, or from any 
documents in the possession of the company relating 
to stamp duty payable in respect of any such contract, 
or the conveyance of any such property (Section 124, 
Sub-section 2 (c)). 


and it is provided that— 


(d) The total amount paid by way of commission in respect 
of any shares or debentures, or allowed by way of 
discount in respect of any debentures, or so much 
thereof as has not been written off, must be stated iz 
every Balance Sheet (Section 44, Sub-section 1). 
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(e) Particulars of the discount allowed on the issue of 
shares, or of so much of that discount as has not been 
written off, must be contained in every Balance Sheet 
(Section 47, Sub-section 3). 


(f) The aggregate amount of any outstanding loans made 
to trustees for the purchase of shares to be held 
on behalf of any employees, or to employees other 
than directors to enable them to purchase fully paid 
shares of the company, must be shown as a separate 
item in every Balance Sheet (Section 45, Sub- 
section 2). 

(g) The part of the issued capital which consists of 
redeemable preference shares, and the date on or be- 
fore which those shares are, or are to be liable, to be 
redeemed must be specified in a statement which must 
be included in every Balance Sheet of a company 
which has issued redeemable preference shares 
(Section 46, Sub-section 2). 

(h) The share capital on which, and the rate at which, 
interest has been paid out of capital during the period 
to which the accounts relate must be shown in the 
accounts (7.e. Balance Sheet) (Section 54, Sub- 
section 1 (g)). : 

(j) The particulars of debentures which have been re- 
deemed but which the company has power to reissue 
must be included in every Balance Sheet (Section 75, 
Sub-section 3). 

(k) The aggregate amount of shares in and sums owing 
by subsidiary companies, distinguishing between 
shares and indebtedness, must be set out in the 
Balance Sheet separately from all other assets, and the 
aggregate amount due to subsidiary companies must be 
set out in the Balance Sheet separately from all other 
liabilities (Section 125). 

(1) Particulars showing the amount of any loans to any 
director or officer of the company made during the 
period to which the accounts relate by the company 
or by any other person under a guarantee from or 
on a security provided by the company, including any 
such loans which were repaid during the period, must 

S.M.—6 
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be contained in the accounts (i.e. Balance Sheet) 

f (Section 128, Sub-section 1 (a) ). 

(m) Particulars showing the amount of any loans made in 
the manner described in (1) above to any director or 
officer at any time before the period covered by the 
accounts and outstanding at the expiration thereof, 
must be contained in the accounts (7.e. Balance 
Sheet) (Section 128, Sub-section 1 (0)). 


It is to be noted, however, that it is not necessary for the 
accounts to contain particulars showing the amount of any 
loans to directors which have been made in the ordinary course 
of business by a company the ordinary business of which in- 
eludes the lending of money (Section 128, Sub-section 2 (a)). 

Similarly it is not necessary for the accounts to contain 
particulars showing the amount of loans to employees made in 
the ordinary course of business by a company the business of 
which includes the lending of money, nor is it necessary to 
include in the particulars of loans any loan made to any em- 
ployee 1f the loan does not exceed £2,000 and is certified by the 
directors to have been made in accordance with any practice 
adopted or about to be adopted by the company with respect to 
loans to its employees (Section 128, Sub-sections 2 (a) and (b)). 

If any liability is secured otherwise than by operation 
of law on any assets of the company the Balance Sheet must 
include a statement that it is so secured, but it is not necessary 
to specify the assets upon which such liability is secured 
(Section 124, Sub-section 3). 

Section 127 defines a subsidiary company as one in which 
the company to which it is a subsidiary holds shares and in 
regard to which one of the following conditions obtains :— 


(a) The shares held by the holding company represent 
more than fifty per cent. of the issued share capital; 

(6) The shareholding entitles the holding company to more 
than fifty per cent. of the voting power; 

(c) The holding company has power (otherwise than under 
provisions of a debenture trust deed or by virtue of 
shares issued to it for the purpose in pursuance of 


those provisions) directly or indirectly to appoint the 
majority of the directors. 
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It is conceivable that a company may be subsidiary to more 
than one company. It should be noticed that a company is 
none the less a subsidiary because it is not a company within 
the meaning of the Act. Foreign companies may therefore be 
subsidiaries. 

Where a company which includes in its ordinary business 
the lending of money holds shares in another company as 
security only, no account shall be taken of the shares so held 
for the purpose of determining whether or not the latter 
company is a subsidiary company (Section 127, Sub-section 2). 

Where a company holds either directly or through a 
nominee shares in a subsidiary company or in subsidiary 
companies there must be annexed to the Balance Sheet of the 
holding company a statement signed by the persons by whom 
the Balance Sheet is signed, stating how the profits and losses 
of the subsidiary company, or where there are two or more 
subsidiary companies the aggregate profits and losses of those 
companies have, so far as they concern the holding company, 
been dealt with in, or for the purpose of, the accounts of the 
holding company (Section 126, Sub-section 1). If the report 
of the auditors upon the Balance Sheet of any subsidiary com- 
pany is qualified, particulars of the manner in which the report 
is qualified must be set out in the statement referred to above 
(Section 126, Sub-section 2). 

For the purposes of Section 126 the profits and losses of a 
subsidiary company mean the profits or losses shown in any 
accounts of the subsidiary company made up to a date within 
the period to which the accounts of the holding company relate, 
or, if there are no such accounts of the subsidiary company 
available at the time when the accounts of the holding company 
are made up, the profits or losses shown in the last previous 
accounts of the subsidiary company which became available 
during that period (Sub-section 3). 

If for any reason the directors are unable to obtain the 
information necessary for the preparation of the above state- 
ment, they must so report in writing, and their report must 
be annexed to the Balance Sheet in lieu of the statement 
(Sub-section 4). 

Section 110 requires the annual return of every company 
(other than a private company or an assurance company 
which has complied with the provisions of Sub-section 4 of 
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Section 7 of The Assurance Companies Act, 1909) to include 
a written copy, certified by a director or the manager or 
secretary of the company to be a true copy, of the last Balance 
Sheet which has been audited by the company’s auditors, 
including every document required by law to be annexed 
thereto, together with a copy of the report of the auditors 
thereon certified as aforesaid. 

It is to be noted that it is not necessary to lodge with the 
Registrar of Companies a copy of the Profit and Loss Account 
(or Income and Expenditure Account). 

The Balance Sheet to be submitted to the shareholders of a 
private company will be in a form similar to the Balance 
Sheet of a public company; but it is not necessary to lodge a 
copy with the Registrar of Companies, or to send a copy to 
members of such companies, who are only entitled to receive a 
copy on making requisition and payment therefor under 
Section 1380, Sub-section 2. 


RECONSTRUCTIONS AND AMALGAMATIONS AND 
TAXATION. 


These are subjects which are of considerable interest to 
company secretaries, but it is impossible to deal with them 
adequately in this work. Reference should be made to Gore- 
Browne’s Handbook on the Formation, Management, and 
Winding Up of Joint Stock Companies (Haydon and Borrie). 


INSPECTION OF BOOKS. 


All the books of a company may be inspected at any time by 
the directors and auditors of the company, but the only statutory 
rights of inspection conferred upon other persons and the times 
and terms of the inspection are contained in the table shown 
opposite. 

Permission to inspect the books of account ean be granted 
by the directors, provided the Articles confer upon the directors 
the power to do so. 
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EXAMINATION OF BOOKS BY 
INSPECTORS ETC. 


On an examination of the company’s affairs by inspectors 
appointed by the Board of Trade under Section 135, or by 
special resolution of the company under Section 137, it will be 
the duty of the secretary to produce for the examination of the 
inspectors all books and documents in his custody or power, 
and the inspectors may examine him upon oath in relation to 
the company’s business. If the secretary refuse to produce 
any book or document, or to answer any question relating to 
the affairs of the company which an inspector appointed by 
the Board of Trade may require or put to him, he may, after 
inquiry by the Court, be punished as if he had been guilty of 
a contempt of Court (Section 135), and if he refuse to produce 
books or documents to or to answer questions of an inspector 
appointed by the company, he may be proceeded against in 
the same manner as if the inspector had been appointed by the 
Board of Trade (Section 137). The application to the Board 
of Trade for the appointment of an inspector may be made in 
the case of a banking company having a share capital by 
persons holding one third of the issued shares; in the case of 
any other company having a share capital by members holding 
one tenth of the shares issued; and in the case of a company 
not having a capital by one fifth of the persons on the Register 
of Members (Section 135, Sub-section 1). 

Section 136 deals with the machinery of prosecution where 
from any report made by an inspector it appears that any 
person is guilty of an offence for which he is criminally liable. 
The section requires all officers and agents of the company, 
past and present, to give assistance in connection with the 
prosecution. Bankers and solicitors and persons employed by 
auditors are ‘‘ agents ’’ for the purposes of the section. 

Sections 271 to 277 make provision in regard to the punish- 
ment of offences by officers of companies antecedent to or in the 
course of winding up. If a secretary of a company being 
wound up “‘ destroys, mutilates, alters, or falsifies any books, 
papers, or securities, or makes or is privy to the making of any 
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false or fraudulent entry in any register, book of account, or 
document belonging to the company, with intent to defraud or 
deceive,’’ he is liable on conviction to imprisonment 
(Section 272). He is similarly liable on conviction to imprison- 
ment if within twelve months next before a winding up or at 
any time thereafter he conceals, destroys, mutilates, or falsifies 
any book or paper affecting or relating to the affairs or pro- 
perty of the company or is privy thereto (Section 271, Sub- 
section 1 (7)). 

At any time after the appointment of a provisional 
liquidator or the making of a winding-up order, any officer or 
person known or suspected to have in his possession property of 
the company or supposed to be indebted to the company or 
deemed capable of giving information concerning the promo- 
tion, formation, trade, dealings, affairs, or property of the 
company, may be summoned before the Court for examination 
and be required to produce books and other documents in his 
custody or power (Section 214). 
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CAPITAL 


Unurxe the capital of a partnership firm, which is constantly 
fluctuating, the capital of a company is fixed and is only alter- 
able in accordance with the powers conferred by the Statute 
and the Company’s Articles. 

By the ‘‘ Capital ’’ of a company is generally understood 
the Nominal Capital—that is, the total amount authorised to be 
issued by the Memorandum of Association. Frequently only 
a smaller amount is issued, perhaps a still smaller amount 
subscribed for, and only a portion of that may be called up, 
so that in practice it is necessary to employ other distinguishing 
terms, such as ‘‘ Issued Capital,’’ ‘‘ Subscribed Capital,” 
‘¢ Called-up Capital,’’ ‘‘ Paid-up Capital.’’ These terms are 
in themselves sufficiently explanatory. The term ‘‘ Working 
Capital ’’ is also used to indicate the amount of subscribed 
capital available for carrying on the business of a company 
after the purchase money has been paid, and in the ease of a 
company which issues a prospectus the amount specified as the 
minimum subscription therein must provide for ‘‘ Working 
Capital ’’ as one of the matters prescribed by Part I of 
Schedule IV of the Act. 

A company has no power to provide, by a registered contract 
or otherwise, for the issue of shares at a discount, so as to render 
the holders thereof not lable to pay the nominal amount of 
the shares in full’; but under a properly registered contract a 
company may buy property for shares.” A company may now, 
however, issue at a discount shares of a class already issued, 
provided the issue is authorised by a resolution of the company 
in general meeting which specifies the maximum rate of dis- 
count at which the shares may be issued, and the issue is sanc- 
tioned by the Court. A year must have elapsed since the com- 
pany was entitled to commence business, and the shares must be 
issued within one month after the issue is sanctioned by the 
Court or such extended time as the Court allows. Every 
prospectus relating to the issue of the shares and every balance 


1 See Ooregum Gold Mining Oo. of India », Roper, [1892] App. Ca. 125; re Weymouth and 
Channel Islands Steam Packet Oo., [1891] 1 Oh. 66; Welton v. Saffery, [1897] App. Ca. 299. See also 
“* UNDERWRITING,” page 87, ante. 


2 Re B. J. Wragg, [1897] 1 Oh. 796. 
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sheet issued after the shares are issued must contain particulars 
of the discount allowed or of so much as has not been written 
off (Section 47). The issue of debentures at a discount 
is not subject to any such restrictions, but a scheme under 
which debentures so issued give to the holders an immediate 
right to exchange the debentures at their full nominal value for 
shares is invalid, as it is capable of being used as a means of 
improperly issuing shares at a discount.’ Possibly a right thus. 
to exchange debentures at some future date may be conferred.” 

A company may not by means of a loan, guarantee, or the 
provision of security or otherwise, directly or indirectly provide 
financial assistance for or in connection with the purchase by 
any person of shares of the company (Section 45). The pro- 
hibition does not extend to loans made in the ordinary course 
of its business by a company the business of which is lending 
money. Nor does it affect the provision of money under a 
scheme for the purchase by trustees of fully paid shares to be 
held by or for the benefit of employees, or loans to employees 
with a view to the purchase by them of fully paid shares to 
be held by themselves; but the aggregate amount of such loans 
must in either case be disclosed in every balance sheet. 


INCREASE OF CAPITAL. ; 


The nominal share capital of a company limited by shares 
or of a company limited by guarantee and having a share 
capital may be increased by resolution of the company in 
general meeting, which resolution may be special, extra- 
ordinary, or ordinary, aS may be directed by the Articles, 
which must be strictly followed. Where by the Articles 
the power is made exerciseable by ‘‘ the company in 
general meeting ’’ an ordinary resolution will alone be 
necessary, and an ordinary resolution is prescribed by 
Clause 34 of Table A. In no circumstances can an increase 
of capital be effected, as formerly, by a resolution of the 
directors (Section 50, Sub-section 2). 

A company having authority by its Articles to increase its 
capital by the creation of new shares may, however, delegate to 
the directors the power to issue such capital, since ‘‘ creation ”’ 


1 Moseley v. Koffyfontein Mines, [1904] 2 Ch. 108. 
2 [bid., per Cozens-Hardy, L. J., at page 120, 


s.M.—6* 
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and ‘‘ issue ’’ are different acts. The statutory provisions as to 
increase of capital are contained in Section 50 (see page 21, ante). 

Where the power to issue shares is vested in the directors, 
it is a fiduciary power primarily given to them for the purpose 
of raising capital when required for the purposes of the 
company. Hence the directors would not be entitled to issue 
shares merely for the purpose of maintaining their control.’ 

Notice of any increase of capital beyond the registered 
capital must be given to the Registrar of Companies within 
fifteen days from the date of the passing of the special, extra- 
ordinary, or ordinary resolution by which the increase is 
authorised, together with a printed copy of the resolution, and 
if default is made the company and every officer of the 
company who is in default is liable to a penalty (Section 52). 
The form of notice to be lodged with the Registrar must bear 
an impressed five-shilling registration fee stamp, and also an 
ad valorem fee stamp calculated on the amount of the increase 
(see page 330, post). Besides the above fee stamps required 
by the Companies Act (see Schedule X), The Stamp Act, 
1891, Section 112, as amended by The Finance Act, 1899, 
Section 7, The Finance Act, 1920, Section 39, and The Finance 
Act, 1933, Section 41, requires a Statement of Increase to be 
lodged with the Registrar, charged with an ad valorem stamp 
duty of ten shillings for every hundred pounds or fraction of 
one hundred pounds of the amount of increase. This Statement 
must be duly stamped with the duty charged within fifteen days 
after the passing of the resolution by which the capital is 
increased : otherwise the duty, with interest thereon at the rate 
of five per centum per annum from the passing of the resolution, 
becomes a debt due to His Majesty recoverable from the company 
(Revenue Act, 1903). It must be noticed that ‘‘ increase of 
registered capital ’’? means an increase of nominal or authorised 
capital.® 

The course will be to pass a resolution that the eapital be 
increased in the manner decided—e.g. by the creation of so 
many new shares—and that the directors be authorised to allot. 
The appropriate Forms of Notice and Statement of Increase of 
Capital are shown on pages 171 and 172. 


1 Moseley v. Koffyfontein Mines, [1910] 2 Ch. 382; {1911} 1 Oh. 73; [1911] A. O. 409. 

2 Piercy v. S. Mills & Oo., [1920] 1 Ch. 77, but a director may acquire shares from existing 
members by purchase and so increase his voting power ( North-west Transportation Oo. v. Beatty, 
[1887] 12 App. Oa. 589). 


3 Attorney-General v, Tube Investments, [1930] W. N. 59. 
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No. of Company Form No. 10. 


‘““THE COMPANIES ACT, 1929 ”’ 


Ad Valorem 
Companies Fee 
Stamp (includ- 
ing 5s. Regis- 


COMPANY HAVING A SHARE Bonny den te 
CAPITAL 


impressed here. 


NOTICE OF INCREASE IN THE NOMINAL CAPITAL OF 
, LIMITED 


To the Registrar of Companies. 


The above-named Company hereby gives you notice, pursuant to 
Section 52 of The Companies Act, 1929, that by_____._______ 1 Resolution 
or the Company dated thes s-. ee et dayjolsn wer Vet Wey 
the Nominal Capital of the Company has been increased by the addition 
thereto of the sum of Pounds, beyond the Registered 


Capial pie. ewes. oe, 
The additional Capital is divided as follows:— 


Nominal Amount 
Number of Shares. Class of Shares. of each Share. 


) 


The conditions (e.g. voting rights, dividends, &c.) subject to which the 
new shares have been or are to be issued are as follows:— 


(If any of the new Shares are Preference Shares state whether they 
are redeemable or not.) 


ae we we mw wwe ee 


Description. 


1 Insert ‘‘an ordinary,” ‘‘an extraordinary,” or ‘‘a special’? as the case may be. A printed 
copy of the resolution also must be registered. 
2 State whether director or manager or secretary of the company. 
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No. of Company_____------- Form No. 26, 
“¢MHE STAMP ACT, 1891 ; THE REVENUE ACT, 1903; 
anp THE FINANCE ACT, 1933 ” 


COMPANY HAVING A SHARE 
CAPITAL Inland Revenue 


Duty Stamp te 
be impressed 


STATEMENT OF INCREASE OF here. 
THE NOMINAL CAPITAL OF 


, LIMITED 


Made pursuant to Section 112 of The Stamp Act, 1891; Section 5 of The Revenue Act, 1903 ; Section 41 
of The Finance Act, 1933.) 


Presented by 


Tue. NOMINAL Ospitin of 2... eee ee , LIMITED, has 
by a Resolution of the Company dated the__________ daysol teaser ese ’ 
193 , been increased by the addition thereto of the sum of £____________ ; 
dividedein tomes. eee ee eee Shares. of 22a. hae 7p sean: each, beyond the 
Registered Capital of £....._._________. 

Secretary. 
Description. 


Dated! these 222_2 
This Statement should be signed by an Officer of the Company. 


REDUCTION OF CAPITAL. 


A company limited by shares, or a company limited by 
guarantee and having a share capital, may, by special resolution, 
reduce the capital specified in its Memorandum, if authorised to 
do so by its regulations as originally framed or as altered by 
special resolution (Section 55). The resolution authorising 
the reduction requires confirmation by the Court, which may 
be petitioned for an Order confirming the reduction as soon as 
the resolution is passed (Section 56). On making the Order 
the Court may if for any special reason it thinks proper so 
to do order that the words ‘‘ and Reduced ”’ be added to 
the company’s name for such period as the Court directs, 
and may further order that the company publish the reason for 
the reduction and such other information as it thinks expedient 
with a view to giving proper information to the public, and also 
the causes which led to the reduction (Section 57 ). The 
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addition of those words is required in order to give warning 
to the public of the financial position of the company.* Where 
the reduction involves either the diminution of any liability in 
respect of unpaid capital or the payment to any shareholder of 
any paid-up capital, creditors are entitled to object to the reduc- 
tion; and the creditors have a right to object to the reduction in 
any other case if the Court so directs. But the Court may, if 
it thinks proper so to do, having regard to any special circum- 
stances of the case, direct that the consent of any class or 
classes of creditors shall not be required (Section 46, 
Sub-section 3). Where the creditors are entitled to object the 
list of creditors is settled by the Court. Where there is no re- 
duction of liability or repayment of capital, inquiry for creditors 
is not required to be made, unless the Court requires such in- 
quiry to be made. Under the provisions for reduction of capital, 
not only may the liability in respect of the amount unpaid upon 
shares be extinguished or diminished, but there is also power to 
eancel lost capital or capital unrepresented by available assets, 
or to pay off capital in excess of the wants of the company 
(Section 55). Where a reduction takes the form of a return of 
capital in excess of the wants of the company, the Court must 
be satisfied (1) that the Company does not require the capital 
proposed to be returned, and (2) that in the case of any 
creditor entitled under Section 56 to object, he has either con 
sented to the reduction, or that his claim has been discharged ot 
has determined, or has been secured, or that special circum- 
stances for an order under Sub-section 3 exist. Evidence that 
the company is solvent is not sufficient to satisfy the Court upon 
the first point, nor does it constitute a ‘‘ special circumstance,’’ 
justifying an order under Sub-section 3 that Sub-section 2 should 
not apply as regards creditors generally. Such fact is not a 
‘* special circumstance ’’ because it would be an ordinary 
feature of any case of reduction taking the form above men- 
tioned.” 

On production to him of the Order of the Court confirming 
the reduction, and delivery of a copy of the Order and of the 
Minute approved by the Court showing the particulars of the 


1 Re Pinkney & Sons’ Steamship Oo., [1892] 3 Ch. 125. The fact that the company is carrying 
on business abroad will not necessarily induce the Court to dispense with the use of these words, 
Lindner & Oo., in re, [1911] W.N. 66. See also Section 57, Sub-section 2. 

2 Practice Note, [1930] W.N. 78. 
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alterations of the capital, the Registrar will register the Order 
and Minute, and his certificate of registration of the Order and 
Minute is conclusive evidence that the requirements of the Act 
have been complied with.’ On this registration taking place 
the resolution for the reduction of capital, as confirmed by the 
Order, takes effect. Notice of the registration must be pub- 
lished in such manner as the Court may direct (Section 58). 
The Minute on registration is deemed to be substituted for the 
corresponding part of the Memorandum. Such substitution 
is to be deemed an alteration of the Memorandum and must be 
embodied in every copy of the Memorandum issued thereafter 
(Section 58, Sub-sections (5) and (6) and Section 24). 

Section 58 requires the Minute to show (inter alia) the 
amount of ‘‘ each ’’ share, and the amount (if any) at the date 
of the registration deemed to be paid up on ‘‘ each ’’ share. 
Where the reduction affects shares which have been paid up to 
different extents, the shares may be grouped in the Minute 
in accordance with the effect produced upon them by the 
reduction, ¢.g.— 


Number Amount deemed to be ~ 
of shares. paid ee on = share. 
300 é 2 : : 120 
200 : ; : : 2 0 
100 : ; ; : 4 0 


But the denoting numbers of the shares in each group must 
be given.” As these denoting numbers will not necessarily be 
consecutive the Minute may, where the company is a large one, 
be rather elaborate, but the Court will not require all the 
details to be set out in the advertisement of the registration. 

Notice by advertisement is given of the presentation of the 
petition for reduction, of the list of creditors, of the hearing of 
the petition, and of the registration of the Order and the 
Minute.’ 

The enumeration of the particular instances of reduction 
mentioned above does not limit the jurisdiction of the Court to 
them alone. For instance, proof that capital has been lost or is 
unrepresented by available assets, or that the capital is in excess 


1 See re Walker and Smith, [1903] W. N. 82, in which the certificate was held i 
although there was no power under the Articles to reduce capital. pes ecg 


2 Oceana Development Company, in re, [1912] 56 S. J. 537. 
% See Order LIII B of the Rules of the Supreme Court, dated 31st July, 1929, 
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of the wants of the company, is not in theory necessary to found 
the jurisdiction of the Court, though the Court may deem it 
wise and prudent to require evidence of the fact. The juris- 
diction arises whenever the company seeking reduction has 
duly passed a resolution to that effect. And if the interest of 
creditors is not involved, it will be for the prescribed majority 
of the shareholders to decide whether there shall be a reduction 
of capital, and, if so, how it shall be carried into effect, 
subject of course to confirmation by the Court.’ ‘‘ Capital,’’ in 
this connection, does not mean nominal capital to the exclusion 
of paid-up capital, or the latter to the exclusion of the former. 
Nominal capital (A) must always be represented by (B) paid-up 
capital; (c) unealled capital; and (p) the amount of unissued 
shares, or by some one or more of them. If the reduction only 
affects (A) and (bp) no application to the Court is necessary, 
and the unissued shares may be cancelled by a resolution of 
the company in general meeting. A cancellation of shares 
which have not been taken or agreed to be taken by any person 
is not deemed to be a reduction of share capital (Section 50, 
Sub-section 3). If the reduction affects (a) and (c), or if it 
involves any return of (B) to the shareholders, a special resolu- 
tion is necessary (Section 55) and the creditors must be pro- 
vided for or their consent obtained unless the Court thinks fit 
to direct otherwise. If (s) is reduced, not by return to the 
shareholders, or because capital has been lost or is not repre- 
sented by available assets, but in pursuance of a surrender of 
shares, a number of fresh shares at least equal to those sur- 
rendered must be taken up and paid for before the Court will 
give its sanction.” Inasmuch as a scheme for reduction may 
raise questions of considerable difficulty, legal advice should be 
sought in its preparation. 

Capital may be reduced by cancelling stock. In such a case 
the holding of each stockholder could be reduced by so much 
per cent., being the proportion which the sum to be written off 
bears to the amount of the issued stock.’ 


1 British and American Trustee Corporation ». Couper, [1894] App. Ca. 399; Poole v. National 
Bank of China, [1907] App. Ca. 229; Caldwell v. Caldwell & Co., [1916] W. N. 70. The wide power 
which the Court has in confirming a scheme is well shown by Thomas De La Rue & Oo., in re, [1911] 
2 Ch. 361, where a dissentient shareholder was compelled to receive 44% debentures for 6% cumula- 
tive shares. 

2 Re Anglo-French Exploration Co., [1902] 1 Ch. 846. . 

3 House Property and Investment Company, in re, [1912] 56 S, J. 505. 
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If there be a reserve fund which has been kept separate 
from the other assets of the company, it is not taken into 
account for the purpose of determining whether capital has 
been lost. But if the reserve fund is mixed with the general 
assets of the company, and allowed to rest in account only, the 
general rule is to attribute to the reserve fund the same pro- 
portion of any loss of capital as the amount of the reserve fund 
bears to that of the nominal capital.* 

A voluntary surrender of shares, whether partly or fully 
paid up, is, unless the circumstances are such as to justify the 
company in forfeiting the shares, an invalid reduction of 
capital. Fully paid shares can hardly be forfeited, and there- 
fore cannot be validly surrendered (even as a gift to the 
company) unless, as in the last-mentioned case, an equivalent 
amount of new shares is taken up and paid for.” 

Provisions as to increase of capital will be found in the 
special Articles or in Clauses 34 to 36 of Table A of 1929 
(page 412, post). The relevant clauses of Table A of 1908 are 
Clauses 41 tu 43. 

Notices to creditors are served upon them by posting copies 
of the notice addressed to the last known addresses or places 
of abode of the creditors, with the proper postage stamps 
affixed thereto, as prepaid letters. A record will be made of 
the place where the notices are posted: thus— 


“Post Office Receiving House No.__________ ri eae AME beet ee 5 Street, 
pated ch , in the County of____._...._._._._-____, between the hours 
Ofe suse ee en eee ewe oiclock sin’ Thess = seen: Noon sOLs these. oo aes day 
OL Roam ie, ek ee: , 193 ” (or to the same effect). 


On a reduction of capital the secretary should obtain the 
return of the certificates of title and endorse them with state- 
ment of the reduction, as follows :— 


“By an Order of the Court dated the______ 
Special Resolution redreing the Capital of the Company to £ 
SVOGR AES CEES anes ee each was confirmed.” 


Every step connected with the reduction of capital should 
be carried out under the supervision of the solicitor. 


1 Re Hoare & Us, F194] 4 Ob. 268, 
; Ms seit . Row'and & Marwood’s Steamship Oo,, [1902] 2 Ob,14, Thisie e very difficult branch 
of the law. Y 
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REDEMPTION OF PREFERENCE SHARES ISSUED 
AS REDEEMABLE SHARES. 


Section 46 empowers a company limited by shares, if so 
authorised by its Articles, to issue preference shares which may 
be redeemed. The shares must be issued on the footing that 
they are liable to be redeemed, and they may not be redeemed 
unless they are fully paid. The shares may only be redeemed 
out of profits of the company which would otherwise be avail- 
able for dividend or out of the proceeds of a fresh issue made 
for the purposes of the redemption. 

Where the shares are redeemed otherwise than out of the 
proceeds of a fresh issue there must out of profits which 
would have been otherwise available for dividend be transferred 
to a reserve fund ealled the ‘‘ Capital Redemption Reserve 
Fund ’”’ a sum equal to the amount applied in redeeming the 
shares. 

If shares are redeemed out of the proceeds of a fresh 
issue, any premium payable on redemption must have been 
provided for out of profits before the shares are redeemed. 

On a redemption of shares the company may issue shares 
up to the amount of the shares so redeemed, and provided the 
old shares are redeemed within one month of the issue of the 
new shares, the new shares are not, for the purposes of payment 
of capital duty, to be regarded as new capital. When new 
shares are issued in accordance with this provision the Capital 
Redemption Reserve Fund may be applied, up to the amount 
of the new shares issued, in paying up unissued shares of the 
company to be issued to members as fully paid shares. Except 
in regard to the issue of such bonus shares the provisions of 
the Act relating to reduction of capital apply as if the Capital 
Redemption Reserve Fund were paid-up share capital. 

Subject to the provisions of the section, redeemable 
preference shares may be redeemed on such terms and in such 
manner as the Articles of the company provide. 

Every balance sheet of a company which has issued 
redeemable preference shares must contain a statement of 
what part of the capital consists of such shares and the date 
on or before which they are, or are to be liable, to be redeemed. 
Failure to comply with this requirement renders the company 
and every officer liable to a penalty of £100. 
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CONVERSION OF SHARES INTO STOCK AND 
RECONVERSION OF STOCK INTO SHARES. 


The fully paid shares of a company limited by shares or of 
a company limited by guarantee and having a share capital may, 
if the Articles, as originally framed or as altered by special 
resolution, so authorise, be converted into stock (Section 50). 
The issue of stock direct—i.e. without going through the 
intermediate process of issuing and converting the shares— 
is an irregularity which may be cured by lapse of time. The 
issue of partly paid stock would be a nullity... The power to 
convert shares into stock must be exercised by the company in 
general meeting, but an ordinary resolution suffices unless the 
Articles prescribe an extraordinary or a special resolution. If 
the Articles do not contain power to convert shares into stock, 
they must be altered by special resolution so as to confer that 
power. 

The Articles will state what the rights of stockholders are; 
but as a general rule stockholders have the same rights as to 
transfers, voting, dividends, and the like as holders of fully 
paid shares of an equal amount in the capital of the company. 
The main distinction between stock and shares is that, whereas 
shareholders cannot transfer a part only of the amount repre- 
sented by a share, a stockholder may transfer stock of any 
nominal value, subject to the Articles of the company. 

In order to show the exact position of members in the case 
of conversion of shares into stock, and as a check upon the 


working, it will be advisable to draw up a schedule somewhat 
as follows :— 


Shares Held Exchanged for Stock. 


Name and Address 


° eu “ ar 

of Member. Oates BEAN pect au 
A ee Amount Stl ¥ 3 Amount. | :3% 

a Ai oo = og 

8 ae | OF Fy A 


Notice of the conversion of shares into stock, specifying the 
shares converted, must be lodged with the Register of Com- 


1 Home and Foreign Investment, in ve, [1912] 1 Ch. 72, 
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panies within one month of the resolution, and thereafter all 
the provisions applicable to shares only cease as to the capital 
converted into stock, and the Register of Members and the 
Annual Return must show the amount of stock held by each 
member instead of the amount of shares and the particulars 
thereof (Sections 51, 95, and 108). 

The notice to the Registrar must be impressed with a 
five-shilling fee stamp. 

A company limited by shares or a company limited by 
guarantee and having a share capital, which has in pursuance 
of the Act converted any portion of its shares into stock, may 
so far modify the conditions in its Memorandum of Association 
(if authorised to do so by its Articles as originally framed or 
as altered by special resolution) as to reconvert such stock into 
paid-up shares of any denomination (Section 50). Notice of 
reconversion must be given in like manner as in the ease of 
conversion (Section 51). 

Specimen rulings for Register of Transfers of Debenture 
Stock and Register of Debenture Stock Holders respectively 
are given on pages 116 and 101, ante, and it will be seen that 
the ruling given for the Register of Members (see page 106, 
ante), can easily be adapted for a Stock Register—viz. by 
omitting the columns for distinctive numbers of shares, sub- 
stituting ‘‘ Amount of Stock ’’ for ‘‘ Number of Shares,’’ and 
having one column for ‘‘ Balance of Stock ”’ in lieu of the last 
two columns for ‘‘ Balance of Shares ’’ and ‘‘ Amount Paid.’’ 
The remarks as to the Register of Members apply for the most 
part to the Stock Register. The ruling for the Register of 
Transfers of Shares can also be easily altered to serve for the 
Register of Transfers of Stock. 

The list of members of a company whose shares have been 
altered in amount or converted into stock must be in the form 
shown on previous page (see also ‘‘ ANNUAL Return,’’ page 
269, post). 

Under Section 50 a company limited by shares or a company 
limited by guarantee and having a share capital may, if 
authorised by its Articles, also alter the conditions of its Memo- 
randum by dividing its shares into shares of smaller amounts 
or consolidating its shares and dividing into shares of larger 
amount, or by cancelling shares not taken or agreed to be taken 
by any person (see page 21, ante). 


be 
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CERTIFICATES OF ‘TITLE. 


Srotion 68 of the Act enacts that a certificate under the 
common seal of the company specifying any shares or stock 
held by any member of a company shall be prima facie evidence 
of the title of the member to the shares or stock. A certificate 
is in effect a declaration by the company to all the world that 
the person to whom the certificate is issued is a shareholder, 
and entitled to the shares specified in the certificate. By reason 
of this declaration the company is ‘‘ estopped ”’ (t.e. prevented) 
from denying the validity of a certificate which has been 
obtained by fraud or mistake in the case of a bona fide 
purchaser for .value, who has accepted a transfer on the 
production of the certificate. Lord Esher has stated the effect 
of a certificate as follows:—‘‘ I think the purchaser of shares 
who has obtained a certificate can say to the company, ‘ I could 
not tell whether I had a right to be registered without reference 
to you. I sent you certain documents given to me by my 
transferor, and asked you to look at them and at the Register, 
and then to say whether I was entitled to be registered; and 
by giving the certificate you represented that I was so entitled, 
and in a position to sell.’’’* In one of the cases cited in the 
note, the company, acting on a forged transfer, issued a certi- 
ficate to a transferee, who subsequently transferred the shares 
to a purchaser. The purchaser, relying on the certificate, 
purchased and took a transfer of the shares. The purchaser 
discovered the forgery, and was held to be entitled to recover 
damages from the company. On the other hand, a transferee 
who obtains a certificate by himself presenting a forged transfer, 
although innocently, is treated as impliedly undertaking to 
indemnify the company against the consequences of acting on 
the transfer. A transferee of shares stated in the certificate 
to be, but not in fact, fully paid up cannot be made liable for 
ealls, provided he has acted in good faith. There are some 
deductions to be made from the generality of the proposition 


—_ 


1 See Bahia and San Francisco Railway Oo., [1868] L. RB. 3 Q. B, 584; Tomkinson v. Balkis 
Consolidated Oo., [1891] 2 Q. B. 614,39 W.R. at page 694; Bloomenthal v, Ford, [1897] App. Ca. 156 
and Dixon v. Kennaway & Oo., [1900] 1 Oh. 833 ; in re Coasters, [1911] 1 Oh. 86 

* Sheffield Corporation v, Barclay, [1905] App. Oa. 392. 
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that a certificate is an absolute affirmation of title on the part 
of the company. Thus the rule does not apply where a trustee 
for the company claims shares which have been issued to him 
as a trustee for the company, nor, in the absence of special 
circumstances, would a certificate forged by a secretary for 
his own purposes bind the company.’ But in the majority of 
eases the rule holds good. 

Transfers are usually directed by the Articles to be accom- 
panied by the certificate. The duty of checking and examining 
certificates belongs to the secretary.” But, whether the Articles 
direct the certificate to be produced or not, it is the universal 
practice to have the certificate produced on a transfer, whether 
all or a part only of the shares specified in the certificate are 
to be transferred. When a part only of the shares are trans- 
ferred, the instrument of transfer is frequently ‘“‘ certified ’’ 
for the convenience of the transferor and transferee. The 
subject of certification will be treated under the head of 
‘* CERTIFICATION OF TRANSFERS ’’ (page 266, post); but it is 
very important here to distinguish between the effect of a 
certificate of title and certification. The certificate, as has just 
been stated, amounts to a warranty on the part of the company 
of the shareholder’s title; but certification has a far more 
restricted operation. In cases of certification the certificate 
and transfer are left at the company’s office, and the secretary 
notes the transfer with the words ‘‘ Certificate lodged.’’ The 
effect of this is merely to represent that the transferor has 
produced to the company a certificate, apparently regular, show- 
ing that either he or some other person is the registered owner, 
and in the latter case that he (the transferor) has produced 
one or more documents purporting to transfer the shares from 
such person to himself. This does not involve a representation 
by the company that the transferor has any title to the shares, so 
that a purchaser who pays the purchase money on the faith 
of the certification cannot claim damages from the company, 
even though the transfer was erroneously certified. If, how- 
ever, a transfer of shares purporting to be fully paid is 
certified, the shares being in fact only partly paid, the 


1 Ruben v. Great Fingall Consolidated Co., [1904] 2 K. B. 712; affirmed by H. L., [1906 


App. Ca. 439, 
2 Dixon v. Kennaway & Oo., [1900] 1 Ch. 833. 
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transferee cannot be he on the list of contributories in the 


event of a winding up.* : 

A certificate of title that a person holds shares or stock in 
a company requires no stamp. But a “‘ scrip 7? (4.e. pro- 
visional) certificate or other document entitling any person to 
become the proprietor of any share of any company requires 
a twopenny impressed stamp.” The Articles will provide what 
sums (if any) are to be paid by members on the issue of a 
certificate, but it is not usual to charge anything for the first 
certificate (see Clause 4 of Table A of 1929). 

The form of share certificate given on the next page can 
be so arranged that when dealings in shares are numerous an 
additional line can be introduced for the distinctive numbers 
of shares, or, if preferred, the numbers of shares may be given 
in a tabulated statement at the side of the certificate, the 
wording of the certificate being slightly altered so as to state 
that the shares are ‘‘ numbered as at side hereof.”’ 

Public companies frequently adopt a more elaborate fara 
of certificate, and when it is intended to apply for a quotation 
on the London Stock Exchange further particulars must be 
shown on the certificate—e.g. the number and classes of shares 
into which the capital of the company is divided, the distinctive 
numbers of the shares, the rights (if any) attaching to prefer- 
ence shares, and the due date for payment of dividend. In 
such a case the secretary should obtain the approval of the 
Share and Loan Department to a draft certificate. 

Whether the shares are fully or partly paid would be stated 
on the face of the certificate, and if only partly paid there 
may be a form of certificate for the endorsement of future 
payments somewhat to the following effect :-— 


This is to Certify that the further sum of £______ | has been 
paid on the shares represented by this certificate. 
One siete) st! Win See LIMITED, 
Secretary. 
a i TS 5 es eee , 193 


1 Bishop v. Balkis Consolidated Co., [1890] 25 OB D206 
2 Oh. 757; George Whitechurch », Gurmeach. [1902] App. Oa. 117. 
2 Even if only for a fractional part of a share (Revenue Act, 1909, Section 9). 


; re Concessions Trust, [1896 
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The secretary should make it an invariable rule not to part 
with any share certificate until the particulars given upon the 
certificate have been entered in the Register of Members; and 
it will also be well for him to take the precaution of having 
the certificates checked with the Register of Members before 
they are placed in the proper receptacle for distribution as 
asked for. 

Under Section 67, Sub-section 1, every company must within 
two months after the allotment of any of its shares or within 
two months after a transfer (not being a transfer which the 
company is entitled to refuse to transfer, as to which see 
‘¢ TRANSFER AND TRANSMISSION OF SHARES ’’) is lodged with the 
company complete and have ready for delivery the certificate, 
unless the conditions of issue of the share otherwise provide. 
Default in this respect. renders the company, and every 
director, manager, secretary, or other officer of the company 
who is knowingly a party thereto, lable to a penalty of five 
pounds for every day during which the default continues 
(Sub-section 2). 

When certificates are ready for delivery a letter should be 
sent to the shareholders advising them of the fact; and for 
the purpose of sending certificates through the post it may be 
found a great saving of labour to have a letter with form of 
receipt attached, together with an envelope with the company’s 
address printed on it. Subjoined are forms of these letters :— 


Sir, 


I am directed to inform you that Certificate[s] for Shares in this 
Company will be ready on and after the. and will be 
delivered between the hours of eleven and three in exchange for Allotment 
Letters and Bankers’ Receipts. If you are unable to attend personally, and 
desire your Certificate to be delivered to some other person on your behalf, 
please send a written, order to that effect, or you may authorise me to send 
the Certificate to you by post at your risk. 


Yours faithfully, 


Secretary. 
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[ANOTHER FORM ] 


Sir, 


Enclosed I beg to hand you the following Certificate[s] :— 


Certificate No. In Favour of Number of Shares. 


Please acknowledge the receipt of same. 


Yours faithfully, 


Secretary. 

U if ia As ops tO So, Ook 

a 
Eeceived from 
bee ee ye a rl Da ass a , LIMITED 
CERTIFICATE[S] AS UNDER :— 
Certificate No. In Favour of Number of Shares. 

NIQNALULCse eee ee ee 2 

Datome mame Pee eee , 193 


A new certificate should never, in any circumstances, be 
issued by the company unless the old certificate, if in existence, 
is cancelled. If the old certificate be lost, destroyed, or mislaid, 
the company should have an indemnity against possible risk 
arising from there being two certificates in existence. The 
following are forms of Letters of Indemnity, which may be 
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altered to meet any particular case (stamp sixpence, impressed 
or adhesive) :— 
To the Directors of 


PORE SEN TALIS) Fee en ge a eee ee , LIMITED 
GENTLEMEN, 
The original Certificate of ______ Shares in the above Company issued 
tOmmenOngthomewe= =a sas day 00 seat oe eee , having been mislaid 


[lost or destroyed, as the case may be], I request you to issue to me a new 
Certificate for the said Shares, and in consideration of your consenting to 
issue a new Certificate for the same number of Shares, I hereby undertake 
and agree with you and the Directors for the time being of the said Com- 
pany to deliver up the said original Certificate to the said Company if it 
shall at any time hereafter be recovered, and in the meantime to indemnify 
and save harmless the said Company, and the Directors and Shareholders 
thereof, from all losses, charges, damages, and expenses which the said 
Company or the Directors or Shareholders thereof shall or may sustain or 
be put to by reason of your issuing such new Certificate. 


Nainé.n? Beh fee es ee eee ee 

A OOP OBS oe 6 Oe Sa he 2 Oe 

Occupationi222 + ee eee 

DDL Cn ir 

[ANOTHER FORM] 
LE Oe a! SS ea re eet eee es er , LIMITED, AND THE 
DIRECTORS THEREOF 

WuerEaSs I have lost the Certificate of the________ Shares registered 

in my name in the books of the above-named Company, and numbered 
en eR ND to________, and, having made careful search, am unable to find the 
same [or, WHEREAS the Certificate of the________ Shares registered in my 


name in the books of the above-named Company, and numbered________ 
eft ery , has been accidentally destroyed by fire (or otherwise as the case 
may be)], I request you to issue to me a new Certificate for the said Shares; 
and I hereby undertake and agree that if any claim shall be made on the 
above-named Company, or its Directors, in respect of the Certificate first 
above-mentioned, or by reason of the same being hereafter found to be in 
existence, I will indemnify and save harmless the said Company and its 
Directors from and against all loss or damage and all costs and expenses 
arising out of such claim or incurred in relation thereto. 


Sometimes it is desirable to have a surety in addition to the 
person giving the indemnity, and a clause to the following 


effect may then be inserted at the end of either of the fore- 
going letters :— 
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The said new Certificate having been issued at the request of me 


nce, UR Seen ae RI 2 [or at the joint request of us___._______..___o_____], 
I [or we] hereby guarantee the due performance of the above-mentioned 
undertaking and agreement by the said_____.._._.____________. 


All parties will sign with their full names, addresses, and 
descriptions. If the guarantee is contained in a separate letter, 
the following form may be used (which must also be stamped 
with a sixpenny stamp, impressed or adhesige) — 


To the Directors of 
LIMITED 


eee ee ee ee, 
GENTLEMEN, 

In consideration of your having at my [or our] request issued to 
Jo) oe oe Shares in the above 
Company, numbered______ COs ae » upon his written undertaking to in- 
demnify the said Company, and the Directors and Shareholders thereof, 
against all losses, charges, damages, and expenses which may be sustained 
or incurred in consequence of your having issued such new Certificates as 
aforesaid, I [or we] hereby guarantee the due performance of the said 
mndertakane by ithe saidaes an see , and agree to indemnify 
the said Company, and the Directors and Shareholders thereof, against any 
losses, charges, damages, and expenses sustained or incurred in the event of 
thersaida. 26s 224 es Sees failing or becoming unable for any reason 
whatever to carry out the said undertaking. 


In addition to the letter of indemnity or guarantee, if addi- 
tional security is thought desirable, a statutory declaration 
(stamp two shillings and sixpence, impressed) in the following 
form may be taken :— 


STATUTORY DECLARATION AS TO LOST CERTIFICATE 


I, A. B., of (residence and description), do solemnly and sincerely 
declare as follows: that is to say— 


1. My name is on the Register of Members of__________________ 


Limited, as the holder of__________ fully paid [or as the case may bel 
Shares, numbered______ fot Jes inclusive, the Certificates for which 
were duly issued to and received by me on the______ daynof s2ecas ‘ 
193 . 


2. The said Certificates have been lost [or as the case may be]. 

3. I have made a careful and diligent search for, but have been 
unable to find, the said Certificates or any of them. 

4, I have not sold, mortgaged, charged, dealt with, or disposed of 
the said Certificates, or any of them, in any way. 
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5. In the event of the said Company issuing to me a fresh Certi- 
fieate or Certificates in respect of the said Shares, I agree to fully 
indemnify the said Company against all losses they may sustain in 
consequence of the issue of such fresh Certificate or Certificates as 
aforesaid. 

And I make this solemn declaration, conscientiously believing the same to 
be true, and by virtue of The Statutory Declarations Act, 1835. 


Declarediat.o=- ee eee 


eres a ON re 
themes ee 5 day ofs at es , 

Oud? thousand brine hundred:|(Seo) 55 Clee ape ee ee 5 
LTC oe ett ee F 

before me 


A Commissioner for Oaths. 


The secretary should be very careful not to recognise 
dealings in the shares comprised in the certificate if the 
certificate has not been previously lodged at the office. 

The better opinion, however, seems to be that should the 
directors hastily, and without due inquiry, register a transfer 
without the production of the certificate, neither the company 
nor the directors (so long as they acted in good faith) would 
be liable in damages should it turn out that the certificate was 
in the hands of a pledgee. The note at the foot of a certificate 
that ‘‘ No transfer of any of the above-mentioned shares can 
be registered without the production of this certificate ’’ (see 
page 183, ante) does not amount to a contract by the company 
not to register without production of the certificate, but is 
addressed as a warning to the registered owner of the shares, 
bidding him take care of his certificate, because he cannot 
compel the company to register a transfer without its pro- 
duction.* It should be mentioned that on an appeal in the 
case first cited the Court of Appeal declined to express any 
opinion on this point. 

Sometimes companies give to their shareholders or others an 
option to subscribe for shares at some future date, and issue 
in respect of such shares a ‘‘ Certificate of Option Rights over 
Shares.’’ A twopenny stamp must be impressed on the Certi- 


ficate before execution. The form on the following page will 
be found suitable. 


! Rainford v. James Keith &c. Oo., [1905] 1 Oh. 296 ; [1905] 2 Ch. 147; Guy v. Waterlow Brothers: 
1909) 25 T. L. R. 615. 
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SHARE WARRANTS. 


A company limited by shares, if authorised so to do by its 
Articles, may, with respect to any fully paid-up shares, issue 
share warrants to bearer. Each share warrant entitles the 
bearer to the shares specified in it, and the shares may be 
transferred by the delivery of the warrant (Section 70). 

Except where a distinction between stock and shares is 
expressed or implied the word ‘‘ share ’’ includes ‘‘ stock ”’ 
(Section 380, Sub-section 1). 

Power to issue share warrants would be quite inconsistent 
with the status of a company as a private company (see 
page 11, ante). 

Share warrants are instruments very similar in style to 
share certificates, and, like share certificates, are frequently 
bound up in book form. The coupons (which require no 
stamp) and vouchers for the renewal of the coupons are 
attached to the share warrants. As share warrants to bearer 
pass by delivery without further formalities, it is very 
desirable, in order to guard against forgery, to have them 
printed on specially prepared paper, and from a plate which 
cannot easily be imitated. They are often printed in two or 
three languages—e.g. English, French, and German—and dis- 
tinetive colours are used in order to show at a glance the 
number of shares each warrant represents. 

Share warrants to bearer are, by mercantile usage, negoti- 
able. So that even although they have previously been stolen 
a subsequent innocent holder for value gets a good title. 

As to the payment of coupons see under the head of 
‘* Divipenps,’’ page 234, post. 

The following is a form of coupon :— 


sep Se nhs CO SR OE A » LIMITED 
Dividend Coupon No.________ 
On ies aes Shares included in the Share Warrant numbered as below. 
Payable at the Company’s office at a time to be fixed by advertisement. 


Secretary. 


1 Webb, Hale & Oo. v. Alexandria Water Co., [1905] 93 L, T. 339. 
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The voucher will provide that at the expiration of the 
period covered by the coupons the bearer will be entitled to a 
new sheet of coupons and a new voucher. 

The form of share warrant on the preceding page con- 
templates the endorsement of the conditions on the back of 
the warrant. If the conditions are not endorsed the form 
should be modified by substituting for the words “ and the 
Conditions endorsed hereon ’’ the words ‘‘ and to the Condi- 
tions made by the Directors of the said Company the---------- 
day of-------------- , 193 , and entered in the Minute Book of 
the said Company.”’ 

On the issue of a share warrant the company is required by 
Section 97, Sub-section 1, to strike out of its Register of 
Members the name of the member then entered therein as 
holding the shares as if he had ceased to be a member, and 
enter in the Register the following particulars :— 


1. The fact that the warrant has been issued. 

2. A statement of the shares included in the warrant, 
distinguishing each share by its number. 

3. The date of the issue of the warrant. 


The bearer of a share warrant is entitled, subject to the 
Articles of the company, on surrendering the warrant for 
cancellation, to have his name entered as a member in the 
Register of Members (Section 97, Sub-section 2). 

After the issue of a share warrant the Annual Return must 
contain the following particulars: The total amount of shdres 
for which share warrants are outstanding at the date of the 
Return; the total amount of share warrants issued and sur- 
rendered respectively since the date of the last Annual Return ; 
and the number of shares comprised in each warrant (Section 
108, Sub-section 3 (k), (1), and (m)). 

The stamp duty on share warrants is three times the ad 
valorem duty on a transfer, the duty being caleulated according 
to the nominal value of the shares or stock (Stamp Act, 1891 
Schedule). Be 

The shares specified in a warrant are not a qualification for 
a director or manager when a share qualification is requisite 
(Section 141, Sub-section 2). 
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Subject to the provisions of the Act, the holders of share 
warrants may, if the Articles so provide, be deemed to be 
members of the company, with the same rights as shareholders 
(Seetion 97, Sub-section 5). Where such is the case the holder 
of a share warrant is generally required to deposit his warrant 
at the company’s office before being entitled to attend and 
vote at general meetings or to exercise any other right con- 
ferred on shareholders. 

A certificate of deposit (which requires no stamp) is often 
given to the person depositing the share warrants entitling him 
to vote or otherwise act as a member in the same way as if he 
were on the Register of Members in respect of the shares 
specified in the certificate. On the delivery up of the certificate 
the share warrants will be returned. The following form of 
certificate may be used :— 


aS SE) eS ee ee ere! , LIMITED 


THis is to certify that A. B. [full name and description] has [if so 
in accordance with the Articles of Association of the Company] depositcd 
with the Company the under-mentioned Share Warrants to Bearer in respec! 
of which he is entitled to attend and vote at the General Meeting of the 


Secretary. 


SHARE WARRANTS DEPOSITED. 


[The particulars of the share warrants deposited will be here set out.] 


Where a holder of a share warrant is, pursuant to pro- 
visions of the Articles, deemed to be a member, such person 
may requisition or join in requisitioning a meeting under 
Section 114. 

When an application for share warrants is made, the 
applicant may be supplied with a form of application. The 
stamp duty should be paid by the applicant, and, in addition, 
a fee is generally charged by the company for each warrant 
issued. If the Articles of Association do not provide for the 
last-mentioned fee, it should be fixed by a resolution of the 
board of directors. 


§.M.—7 
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The Stamp Act, 1891, Section 107, provides that if a share 
warrant is issued without being duly stamped, the company 
issuing the same, and also every person who at the time when 
it is issued is the managing director, secretary, or other 
principal officer of the company, shall incur a fine of fifty 
pounds. It must be remembered that the duty may be com- 
muted under the provisions of the Stamp Act (see under the 
heading ‘‘ Stamps,’’ page 326, post). The authorities at 
Somerset House require the forms of share warrants to be 
impressed with the proper stamp duty before the particulars 
are filled in, and before they are signed and sealed. 

The application for share warrants may, if thought desir- 
able, be authenticated by a statutory declaration (stamp two 
shillings and sixpence, impressed), or evidence of the identity 
of the person making it, as well as of his right or title to the 
share or shares specified therein. 

The statutory declaration would be to the following effect :— 


1 Wea a Wasnt EES ee Sei kee uum Jee eee , do solemnly and sincerely declare 

as follows: that is to say— 
1. I am the registered proprietor of__________ fully paid Shares in 
of Ae eee at 8h Or ete , Limited numberediats =f atone = 


inclusive, and I am desirous that Share Warrants to Bearer may be 
issued to me in exchange for the said Shares. 


2. I am the person who signed the letter of application dated 
these aan. seas « day70f See eS5 , 193 , hereto annexed. 


And I make this solemn declaration, conscientiously believing the same to 
be true, and by virtue of The Statutory Declarations Act, 1835. 


thees2 Aas daly Ore As es ; 

One thousand nine hundred|___ 

CNG beast Pe Ae ali ake oe Cts. a en 
before me, 


A Commissioner for Oaths. 


The following is a form of application for warrants of ten 
or one hundred shares each :— 
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ForM oF APPLICATION FOR SHARE WARRANTS TO BEARER 


Application No 


eee eee 


SE OILREST AP COLOT SO fee ne tates eee oS ES , LIMITED 
GENTLEMEN, 

I hand you herewith Certificate for=_..<____-2.___ 4 Shares 
MUMDOreG se ae me ee ee ee ee he te standing in my name, in 
exchange for which I request that you will issue Share Warrants to Bearer 
fors- see Shares, as specified at foot, and a Certificate in my name 
for the balance.1 

I also enclose cheque for £ : : the amount of Stamp Duty 


and Company’s Fee: viz.— 


Government 
Stamp Duty. Hee 
Total 
WARRANTS REQUIRED. Charge 
Per Per c 
Warrant,| “mount. | warrant, | Amount. 
= for 10 Shares each= —.__. = Shares | i 
| 
| 
__for 100 Shares each= ______ Shares | | | 
Total Warrants______ Total Shares___ |£ 


LSU AUESIONGUUT Coes ee eee eee Se Tee ers Ramey ee SNe 
ISTE GEIS OL ft Py pls epee She Ms ape My, Scleey plimpa aa ea. pla pies 
PALO CES ene ae yee OE a ty hes 


The certificates representing the shares for which warrants 
are required should be deposited with the application. If this 
cannot be done, an indemnity (stamped sixpence, impressed or 
adhesive), supplemented if thought necessary by a statutory 
declaration (stamped two shillings and sixpence, impressed), 
should be taken. The forms given on pages 186 to 188, ante, 
may be used, with the necessary modifications. 

When the holder of a share warrant desires to surrender the 
warrant to the company for cancellation, and to have his name 
re-entered on the Register of Members, his request should be 
in writing, and may take the form shown on the following page 
(a fee of two shillings and sixpence is generally chargeable). 


1 The words initalics should be struck out if all the Shares are to be represented by Share Warrant 
to Bearer. 
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Form or APPLICATION TO HAVE SHARE WARRANTS TO BEARER CANCELLED 
AND SHARE CERTIFICATES IssuED IN EXCHANGE 
Application No 


Tosthe-D ectors: 0} <a ee eee , LIMITED 
GENTLEMEN, 
I hand you herewith the following Share Warrants to Bearer:— 
se for 10 Shares each — ______ Shares, numbered______ 
ee for 100 Shares each — ______ Shares, numbered______ 
Total a Warrants. Total Shares. 


which I request you to cancel, and for which please hand me a Certificate 


to the effect that I am registered in the Company’s books as the proprictor 
of the Shares. 


ical SOpnan ds yO Ue eee for registration fee. 
Yours faithfully, 


Usual Signature 


Name in full 
Address 


When share warrants, or the coupons attached thereto, are 
worn out, lost, destroyed, or defaced, an indemnity, accom- 
panied, if necessary, by a statutory declaration explaining the 
circumstances, should be required before new warrants or 
coupons are issued. The forms given on pages 186 to 188, ante, 
may be used, with the necessary modifications. 

A more stringent form of indemnity is required in the ease 
of share warrants than in the case of ordinary certificates of 
title, because share warrants, being documents payable to 
bearer, give an absolute title to the holder thereof. Directors 
should not easily be induced to issue new warrants in place of 
those lost. The indemnity should be settled by a lawyer, so as 
to be adapted to the circumstances of the particular case. 

A fee of two shillings and sixpence is usually required upon 
the issue of a new share warrant or coupon. 

It will be observed from what has been said that share 
warrants are attended with some amount of inconvenience. but 
although somewhat exceptional with English sompantes, ys 
practice of issuing share warrants facilitates dealings in the 


shares on foreign markets, where shares to bearer are more in 
favour. 


NOTICES. 197 


NOTICES 


First with respect to notices which are given by the company. 

Any document or proceeding requiring authentication by 
the company may be signed by any director, secretary, or other 
authorised officer of the company, and need not be under the 
common seal of the company (Section 38). 

The special Articles, or Table A when applicable, prescribe 
how notices are to be given by a company (see Table A, 1929, 
Clauses 103 to 107). Numerous examples of notices authenti- 
eated by the secretary are given in this work, such as notices 
of allotment, of calls, of meetings, &e. A record of notices sent 
out should be kept in the postal book. 

Certain notices must be given to, documents lodged with, 
and proceedings reported to the Registrar of Companies. 
Annexed is a list of such notices and documents :— 


1. Notice of situation of registered office and of any change 
therein (Section 92, Sub-section 2). 

2. In the case of a company incorporated outside Great 
Britain, but having a place of business therein, a 
certified copy of the charter &e., a list of the 
directors with the particulars respecting directors 
which are required under the Act to be contained in 
a company’s Register of Directors, and the names and 
addresses of the person or persons authorised to 
accept service, and notice of any alteration occurring 
in any of those particulars (Section 344, Sub-section 1, 
and Section 346), also copy of balance sheet every year 
(Section 347). On ceasing to have a place of business 
in Great Britain notice thereof (Section 350). 

3. Declaration of compliance with the requirements of the 
Act (Section 15, Sub-section 2). 

4, Notice of consent to act as director (Section 140, Sub- 
section 1). 

5. List of persons who have consented to be directors 
(Section 140, Sub-section 3). 

6. Copy of the particulars of directors or managers 
required to appear in the Register of Directors and 
of any change in those particulars (Section 144, Sub- 
section 2). 
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10. 


11. 


12. 


13. 


14. 


15. 


16. 


a EG: 


NOTICES. 


. Declaration of compliance with Section 94, Sub-section 1 


or Sub-section 2. 


_ Return of allotments (Section 42, Sub-section 1). : 
. Contract, or where no contract in writing the prescribed 


particulars, as to shares not paid for in cash 
(Section 42, Sub-sections 1 and 2). 

Copy of report prior to statutory meeting (Section 113, 
Sub-section 5). 

Annual Return (Section 108), with which a private com- 
pany must send a certificate, signed by a director or the 
secretary, that the company has not issued shares to 
the public since the date of the last return (or, in the 
case of a first return, since the date of incorporation), 
and if the list of members exceeds fifty, a certificate 
that such excess consists wholly of persons not to be 
counted in the fifty (Section 111). Unless the names 
are arranged in alphabetical order in the return 
an index must be annexed to the return. 

Annual Return by company not having share capital 
(Sections 109 and 110). 

Particulars of a mortgage or charge, issue of deben- 
tures, and of commission, allowance, or discount in 
respect thereof (Sections 79 and 80). 

Memorandum of satisfaction of mortgage or charge 
(Section 84).* 

Special and extraordinary resolutions, printed copies of 
which must be lodged with the Registrar within fifteen 
days after the date when they were passed (Section 
118, Sub-section 1). 

Ordinary resolutions to increase capital or to wind up 
voluntarily (Section 52 and Section 118). 

Resolutions agreed to by all the members of a company, 
which if not so agreed to would not have been effective 
unless passed as special or extraordinary resolutions, 
and resolutions or agreements agreed to by all the 
members of some class of shareholders, which, if not so 
agreed to, would not have been effective unless passed 
by a particular majority or in a particular manner, 


" % a Os 
There is no obligation on a company to lodge a memorandum of satisfaction, but it is 

obviously in the interest of a company to put on the company’s file at the Companies Registry 

evidence of the satisfaction of a secured debt, ’ 


18. 


23. 


24. 


NOTICES. 199 


and resolutions or agreements which effectively bind 
all the members of a class though not agreed to by 
all those members, printed copies of which must be 
lodged with the Registrar within fifteen days after the 
passing or making thereof (Section 118, Sub-section 4 
(c) and (d)). 

Prospectus (or Offer for Sale) and statement in lieu of 
prospectus (Section 34, Sub-section 2; Section 40, 
Sub-section 1). 


. Notice of inerease of nominal share capital (Section 52, 


Sub-section 1). 


. Statement of amount of and any increase of nominal 


capital (Stamp Act, 1891, Section 112). 


. Notice of consolidation and division of capital into 


shares of larger amount, of conversion into stock or of 
reconversion into shares, of subdivision of shares, of 
redemption of redeemable preference shares, or can- 
cellation of shares (Section 51). 


. Order of Court confirming reduction of capital and copy . 


of the Order and Minute confirmed by the Court 
(Section 58, Sub-section 1). 

Copy of Order of Court disallowing or confirming 
variation or abrogation of class rights, within fifteen 
days after the making of the Order (Section 61). 

Consent of Board of Trade to change of name 
(Section 19, Sub-section 4). 


. Office copy of Order of Court confirming alteration of 


Memorandum under Section 5, with printed copy of 
Memorandum as altered, within fifteen days from date 
of Order (Section 5, Sub-section 6). 


. Office copy of Order sanctioning compromise or arrange- 


ment under Section 153 or reconstruction under 
Section 154. 


. Copy of Order rectifying Register (Section 100, Sub- 


section 4). 


. Notice of increase of members by company not having 


capital divided into shares (Section 7, Sub-section 3). 
Declaration of solvency (Section 230). 


. Notice of appointment of a receiver or manager, within 


seven days from date of order of appointment, or, if 
appointed under powers contained in any instrument, 
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33. 


34. 


30. 


36. 


37. 


38. 
39. 


40. 
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within seven days of appointment thereunder (Section 
86, Sub-section 1). . 


_ Where a receiver or manager is appointed under powers 


in any instrument, he must deliver to the Registrar 
an abstract of receipts and payments in respect of the 
first and every subsequent period of six months and, 
on ceasing to act, of the aggregate receipts and pay- 
ments (Section 310, Sub-section 1), and on ceasing to 
act. he must lodge notice to that effect (Section 86, 
Sub-section 2). 

Copy of Winding-up Order (Section 176). 

Notice of appointment by Court of liquidator (other 
than Official Receiver) (Section 186). 

Liquidator in voluntary winding up must lodge notice of 
his appointment in prescribed form within twenty-one 
days after such appointment (Section 250, Sub- 
section 1). 

Final Order for Dissolution (Section 221, Sub- 
section 2). 

Copy of Account laid before Meeting and Return of 
Meeting approving accounts of liquidator at conclusion 
of voluntary winding up, within one week after the 
meeting (Section 236, Sub-section 3 [Members’ 
Winding Up], and Section 245, Sub-section 3 
[Creditors’ Winding Up]). 

Return where no quorum present at meeting called at 
conclusion of winding up (Section 236, Sub-section 3 
[Members’ Winding Up]; Section 245, Sub-section 3 
[Creditors’ Winding Up]). 

Liquidator’s Statement of Account (Section 284). 

Order nullifying dissolution, within seven days after 
the making of the Order (Section 294, Sub-section 2). 

Office copy of Order restoring name to Register 
(Section 295, Sub-section 6). 


The stamp duties on the above notices are given under the 
heading ‘‘ Summary or Dutirs on Various DocuMENTs,”’ 
page 342, post. 

Documents tendered for registration must be authenti- 
eated by the written signature of an authorised officer of the 
company. They should be according to the approved forms, 
and must each bear an impressed registration fee stamp of 
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five shillings. In the case of an increase of capital, an ad 
valorem stamp must, in addition, be impressed upon the 
prescribed form for giving notice of such increase. A notice 
of an increase of members by a company not having a capital 
divided into shares must also bear a stamp of five shillings for 
every fifty members of such increase. 

If a company, having made default in complying with any 
provision of the Act which requires it to file with, deliver, or send 
to the Registrar of Companies any return, account, or other 
document, or to give notice of any matter, fails to make good 
the default within fourteen days after service of a notice re- 
quiring it to do so, application may be made by a member or 
ereditor or the Registrar to the Court, which may order com- 
pliance and further order the company or any officer respon- 
sible to pay the costs of the application (Section 315). 

With respect to notices given to or served on the company, 
Section 370 provides that a document may be served on a com- 
pany by leaving it at or sending it by post to the registered office 
of the company. Process may be served on a company regis- 
tered in Scotland and having a place of business in England by 
leaving it at or sending it by post to the principal place of 
business in England. A copy of process so served must be sent 
by post to the registered office in Scotland. 

If a notice is received that certificates for shares have been 
deposited by way of mortgage, such a notice should not be 
disregarded, but a letter should be written to the person sending 
the notice. The following is a specimen which may be modified 
to suit the circumstances of the particular case :— 


Sir,—I am in receipt of your favour of the______ instant, informing 
WC MUUA ELT See eee oe has deposited with you Certificates of 
faullyspard? ts Shares in the above-named Company, Nos. 
es , both inclusive. I think it right to inform you that Mr 
is indebted to the Company in the sum of £________ in respect of Calls in 
arrear [or as the case may be], and that [if so] under a Clause of the 
Artieles of Association the Company has a first and paramount lien upon 
all Shares held by him. 


(=e Se Se 


Yours faithfully, 


Secretary. 
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A secretary may also receive notice from a person claiming 
a charge upon shares over which the company claims no lien 
requesting dividends on the shares to be paid to him. A 
reply should in such case be sent by the secretary, declining 
to recognise any person other than the registered owner as 
having any right to dividends, and suggesting that the claimant 
should obtain a direction from the registered owner to pay the 
dividends to him. 

All notices of this kind must be brought before the board 
as soon as possible, and a proper record should be kept of them. 
When requested to register a transfer in respect of any shares 
as to which notices have been given, the directors will have to 
consider carefully the effect of the notices, and probably to take 
the advice of the solicitor (see further ‘‘ TRANSFER AND 
TRANSMISSION OF SHARES,’’ page 248, post et seq.). 

As to notices &¢. in the case of a company incorporated 
outside Great Britain having a place of business in the United 
Kingdom see page 197, ante. 
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SomeEtimEs the prospectus provides for the payment of instal- 
ments upon shares at specified dates. In such a ease the letter 
requiring the payment of the instalment will begin, ‘‘ I beg to 
remind you that, in accordance with the terms of the pros. 
pectus, the sum of,’’ &¢., and will then proceed in the same 
manner as the eall letter, a specimen of which is given on the 
following page. 

Before proceeding to make a call it is necessary to see that 
the names of all members are entered upon the Register. 

The manner in which the calls are to be made and paid 
is determined by the special Articles or Table A (see Table A, 
1929, Clauses 11 to 16). The whole of the unpaid capital of 
a company is always lable to be called up, unless a special 
resolution has been passed (Section 49) declaring that the 
unpaid capital or any portion of it shall not be called up except 
in the event and for the purposes of a winding up. Calls 
are payable in cash unless a contract enabling the payment to 
be made in goods or in services has been filed under Section 42. 

Calls are made by a resolution of the board of directors that 
(for example) ‘‘ a call be and is hereby made of------------ per 
share upon all the shares of the company, and that the share- 
holders be requested to pay the same to the company’s bankers 
On “Onubelore othe<--2------ ance daverO lees ->—se---—- <--> eB eas 
The resolution must state, not only the amount of the eall, 
but also the time at which it is to be paid.’ After the 
resolution has been duly passed and a careful minute thereof 
made, the secretary will prepare and send out the necessary 
notices of call. Notice of the call must be given to the share- 
holder (otherwise he cannot be sued for nonpayment), and 
must be served in the manner directed by the special Articles 
or by Table A (see Table A, 1929, Clauses 103 to 107). 
Notice is generally directed to be served by the company on 
the member either personally or by sending it by post in a 
prepaid envelope or wrapper addressed to him. The form of 
notice given on the following page may be used. 


1 Re Oawley & Co., [1889] 42 Ch. D. 209. See also notes to Clause 11 of Table A, page 407, ost. 


bt gpd OE yr 2 te ee 
ee eens ks a ae , 198: 

Smr,—I beg to give you notice that the Directors of________--_-----. 
Limited, have this day resolved that a Call of.__.________--_-- per Share 
be made on the Shares of this Company. You are registered as the holder 
OL eae Shares, and the amount due thereon is £ 3 : which 
Bum! please: pay to Lies. eee eee Bank<Dimited; = 5. = se Street,’ 
on or before the________ day of. 2 eee Looms 


Secretary. 


Your Share Certificate and the Bankers’ Receipt for the amount of the Call 


should be forwarded to the Company for Certificate of Payment to be 
endorsed upon the former. 


FOCI OO COOCIOOO DRACO AOR OIA AOR 


Form oF RECEIPT 


aE ERS) 193 
Miecribed! ofa. forcw) Ad 2a th aed en ee, ee Oe ee 
the-swm Of Sacchi Ses Sl oe 2 eee ee egy eee 
being the amount of the________ Cal of Se ner, Share con: 2a 
SHOTCS 12 eee aeine ee eNO Limited 
D7) cag BA 0s Sl Mea et tc 2 Bang, LIMITED 
£ 


If a call is not paid, the directors will probably instruct the 
secretary to write a letter to the defaulting member stating 
that interest will be claimed on the shares if the call is not 
paid by a certain date. If this letter elicits no response, a 
further letter may be sent stating that the shares will be for- 
feited. The last-named letter may be accompanied by a copy 
of the Articles giving the directors power to forfeit shares, and, 
for additional security, it should be forwarded by registered 
post. The ate are specimens of these letters :— 


1 See notes to Olause 11 of Table A, page 407, post. 
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Sir,—I am instructed to remind you that the__________ 
Shares, amounting to £ : : wasdue-on, the 2223 22a 2 193 , 
and to request you to forward a remittance to the Company’s Bankers, 
WG. wo Se ever eee Bank, Ibimitedy es." =. Street, bythe. ea 
instant; otherwise interest at the rate of________ per centum per annum 
will be charged from the due date. Until this notice is complied with no 
transfers of the said Shares will be accepted by the Company, and the 
Shares will likewise be liable to forfeiture. 


By Order of the Board, 


PL Gace Se eh Secretary. 
psec Be eRe ee Me eee 2 » LIMITED 
Be OE seg Gel An 6 lage 193 
Sir,—I am directed by the Board again to remind you that the-------- 
Cally amounting, toz- +e povemON athe. See 2 UGBY 5 Oise sb ae 


Shares registered in your name, is not yet paid. 

The Board hereby require you, in terms of the Articles of Association, 
to pay this Call, together with interest at the rate of________ per cent. per 
annum, on or before 
Eamitted. ee 5 Meet Street.t 

In the event of nonpayment at or before the time named, the Shares 
in respect of which such Call was made will be liable to be forfeited, and 
I hereby give you notice that all Shares the Calls on which are not paid by 
the date named will be forfeited accordingly, and you will remain liable to 
pay any sum or sums unpaid in respect of the said Calls notwithstanding 
forfeiture. 


By Order of the Board, 


Amount of Call, £ : : Secretary. 
Interest to date, £ 

& i c 
To 


If the cali remain unpaid after the date for payment given 
in the last letter, the directors will, if their Articles give a 
power of forfeiture (see Table A, 1929, Clauses 23 to 29), 
probably pass a resolution forfeiting the shares, and instruct 
the secretary to send a notice of such resolution. 

Calls made by directors not duly appointed, or made when 


1 See notes to Clause 11 of Table A, page 407, post, 
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the number of directors has fallen below the minimum pre- 
scribed by the Articles, or by such a number as does not con- 
stitute a quorum, are invalid. When the Articles contain a 
clause that directors may act notwithstanding any vacancy in 
their body,t and there has been a board of the minimum 
number, but by a casual vacancy it has fallen below the 
minimum, a quorum of the continuing directors may act, but 
not less than a quorum. 

Where a shareholder is bringing an action against a com- 
pany for the rescission of his contract to take shares, the 
company must not, during the pendency of such action, forfeit 
the shares for nonpayment of calls.” 

The estate of a deceased member is liable to calls until the 
executors or administrators have personally accepted or made 
a valid transfer or disposition of the shares, or the shares have 
been forfeited by the company. 

Forfeiture is the usual course adopted when default is made 
in the payment of calls upon shares which are valuable; but 
payment may also be enforced by an action for the amount 
of the call. The secretary must be careful to make an accurate 
minute of the resolution making the call, to be used in evidence 
if the company brings an action against the defaulting member. 

The following is a form of statutory declaration (stamp 
two shillings and sixpence, impressed) that a forfeiture or sale 
has been properly carried out :— 


DRACOD: . Ol eee eee cere ee sj OCLOtALy Olosoe - ae eee eee eee ; 
Limited, do solemnly and sincerely declare as follows: that is to say— 

TT Lam then secretary Of. os = weno eee ees , Limited. 

PIE GO be B Yee aes Sia RR A a, , was at the date of the Resolution next 
hereinafter stated the registered holder of________ Shares in the 
said Company, upon which £__________ per Share had been paid. 

pig AGH Wha, ats Of Fu tenia ee , 193 , the Directors of the said 


eee eee per Share 
about be made on fhe Shares of the said Company, notice of which 
Resolution was forwarded to the said ©. D. by a letter dated 


thiend “ies /E CLV OF A eee al 193 , requesting him to pay the 
SUDL (Clase ae enee , being the amount due from him in respect of 
thersaldeCallato heey es as ee Bank, Limited, 


Street. 
4. The said C. D. did not pay the said Call, or any part thereof, and 
I accordingly wrote to him on the_. day ote ses eeaee. oe ) 


1 See note to Clause 83 of Table A, post. 2 eat Pacaya Rubber, [1911] 1 K, B. 455. 
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paid by the Cave OLae eo en ek oe , 193 , the said Shares 


would be sold or be liable to forfeiture. 


day fi silk eer , 193 , the Directors of the said Company, 
On then wih ss En AKspe © Orne Cees aie , 193 , duly passed a Resolu- 
tion in accordance with Clause______ of the Articles of Association 


of the said Company that the said Shares should be sold or 
forfeited as from the date of the said Resolution, notice of which 
Resolution was sent by me to the said C. D. by letter dated the 


And I make this solemn declaration, conscientiously believing the same to 
be true, and by virtue of The Statutory Declarations Act, 1835. 


thieieae Are daySolmi wap ; 

One thousand. nine hundred) 

Bid ee ee 1 ey 2 ee PPO id Ti eee ARTES anaes’ 
before me, 


A Commissioner for Oaths. 
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GENERAL MEETINGS. 
THE STATUTORY MEETING. 


Every Company limited by shares and every company limited by 
guarantee and having a share capital, other than a company of 
either class which is a private company, must, within a period 
of not less than one month nor more than three months from the 
date at which the company is entitled to commence business, 
hold a general meeting of the members of the company, which is 
called ‘‘ the statutory meeting ’’ (Section 113, Sub-section 1). 
The directors of every such company must, at least seven 
days before the day on which the statutory meeting is held, 
forward to every member of the company a report certified by 
not less than two directors, or, where there are less than two 
directors,’ by the sole director and manager, stating— 


(a) The total number of shares allotted, distinguishing 
shares allotted as fully or partly paid up otherwise 
than in cash, and stating in the case of shares partly 
paid up the extent to which they are so paid up, and 
in either case the consideration for which they have 
been allotted ; 

(b} The total amount of cash received by the company in 
respect of all the shares allotted, distinguished as 
aforesaid ; 

(c) An abstract of the receipts of the company and of 
the payments made thereout,’ up to a date within 
seven days of the date of the report, exhibiting under 
distinctive headings the receipts of the company 
from shares and debentures and other sources, the 
payments made thereout, and particulars concerning 
the balance remaining in hand, and an account or 
estimate of the preliminary expenses of the company ; 


(d) The names, addresses, and descriptions of the direc- 


tors, auditors (if any), managers (if any), and 
secretary of the company; and 


1 By Section 139 every com Re teats : r lat . 
y on 135 Or) pany, other than a P f i 
1929, is required to have at least two directors. fH ON ee ee 


2 eee ‘ ‘ 
The Act of 1908 limited this requirement to receipts and payments ‘on Oapital Account.” 
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(e) The particulars of any contract, the modification 
of which is to be submitted to the meeting for its 
approval, together with the particulars of the modifi- 
cation or proposed modification (Sub-sections 2 
and 38). 


The report should be in the form shown on pages 210 to 212, 
post, and must, so far as it relates to the shares allotted by the 
company, and to the cash received in respect of such shares, 
and to the receipts and payments of the company, be certified 
as correct by the auditors (if any) of the company (Section 113, 
Sub-section 4). Attention is directed to the note on the form 
in italies. 

The directors must cause a copy of the report, properly 
certified, to be lodged with the Registrar forthwith after the 
sending thereof to the members of the company, and a list 
showing the names, descriptions, and addresses of the members 
of the company, and the number of shares held by them respec- 
tively, to be produced at the commencement of the meeting, and 
to remain open and accessible to any member of the company 
during the continuance of the meeting (Sub-sections 5 and 6). 

The members of the company present at the meeting are at 
liberty to discuss any matter relating to the formation of the 
company, or arising out of the report, whether previous notice 
has been given or not, but no resolution of which notice has not 
been given in accordance with the Articles of Association may 
be passed (Sub-section 7). 

The meeting may adjourn from time to time, and at any 
adjourned meeting any resolution of which notice has been 
given in accordance with the Articles, either before or subse- 
quently to the former meeting, may be passed, and the adjourned 
meeting has the same powers as an original meeting* (Sub- 
section 8). 

Tf default is made in complying with the provisions of 
Section 113, every director knowingly and wilfully authorising 
or permitting the default is liable to a fine not exceeding fifty 
pounds. If the statutory report is not lodged with the Regis- 
trar or the statutory meeting not held, at the expiration 
of fourteen days after the last day on which the meeting ought 
to have been held, any shareholder may petition see Court Her 


1 As to the ante ofa Sete ne naseea: at an adjourned meeting see page 231. 
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No. of Company______-- Form No. 46. 
‘“THE COMPANIES ACT, 1929.” 

A 5s. 
ees 
ration 
REPORT see at 
(Pursuant to Section 113 of The Companies Feet | 

Act, 1929) ner. 

oF 
ee SOE, Se ee ee ee ee , LIMITED. 


To be certified by not less than two Directors,1 or by the sole Director and Manager where there 
is only one, and forwarded at least seven days before the Statutory Meeting to every Member 
of the Company, and to be lodged with the Registrar of Companies for registration forthwith after 
it is so forwarded (Section 113 of The Companies Act, 1929). 


NOTE.—This Form has been provided for the purpose of indicating the nature of the information 
that ts required ; but as the Report to be lodged with the Registrar must be a copy of that sent to the Share- 
holders, all that is contained in that Report must appear in this. 


OLA WhiCh eee ee ee hae are’ allotted Goce => ae ee ee eee 
in’ eonsideration (Of 222222 le een ee eee ee ee 
and upon each of the remaining Shares the sum of______________ has been 


paid in Cash. 


(8) The Total Amount of Cash received by the Company in respect of 
the Shares allotted wholly for Cash is £.___________ , and on the Shares 
allotted partly for Cash is £ 


(c) The Receipts and Payments of the Company made thereout to 
theseee ew dayrofens sm , 193 , are as follows ‘:— 


PARTICULARS OF RECEIPTS. 


PARTICULARS O¥ PAYMENTS. 


1 See note 1 on page 208. 


2 Here state “ as fully paid up ” or “ as paid up otherwise than in cash to the extent of ....per 


Share.”’ 


3 Insert date, which must be within seven days of the date of the Report. 
4 Before the particulars are inserted careful attention should be given to Section 113, Sub- 


section 3 (e). See page 208 ante, 
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The following is an Account (or Estimate) of the Preliminary Expenses 
of the Company :— 


§ 8. . 
a peers 


(D) Names, Addresses, and Descriptions of the Directors, Auditors (if 
any), Managers (if any), and Secretary of the Company :— 


DIRECTORS. 
| 
SURNAME. | CHRISTIAN NAME. | ADDRESS. | DESCRIPTION. 
| 
AUDITORS. 
SURNAME. | OnRISTIAN Name. | ADDRESS. DESORIPTION. 
lar a | = 
| 
| 
MANAGERS. 
SURNAME. CHRISTIAN NAME. | ADDRESS. | DESORIPTION. 
| 
MGW BBP ie we 
SECRETARY. 
eet ? 2 - SS — 
| OSRISTIAN NAME. | ADDRESS. | DESORIPTION. 


SURNAME. 
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(2) Particulars of any Contract the modification of which is to be 
submitted to the Meeting for its approval, together with the particulars of 
the modification or proposed modification :— 


Se ee a ae | Two 
i} Directors. 


Wer Herepy Crertiry that so much of this Report as relates to the 
Shares allotted by the Company and to the Cash received in respect of such 
Shares and to the Receipts and Payments of the Company on Capital 
Account is correct. 

os vp ahi ako pani 


Datedsuhe sa =a dayaots wae Se. Sees 5 


the winding up of the company. Upon the hearing of the 
petition the Court may instead of making a winding-up order 
direct that the report be lodged with the Registrar or that a 
meeting be held, and may order that the costs of the petition 
be paid by any persons who in the opinion of the Court are 
responsible for the default (Section 168, Sub-section 2; 
Section 170, Sub-section 1 (6); Section 171, Sub-section 2). 

A statutory meeting is not required to be held, or a statutory 
report to be sent out by, a Private Company, or a Company 
Limited by Guarantee not having a share capital, or an unlimited 
company. 


ORDINARY AND EXTRAORDINARY MEETINGS. 


The Articles of Association prescribe how general meetings 
shall be convened and the procedure to be followed thereat (see 
Table A, Clauses 39 to 53). General meetings (other than the 
statutory meeting) are either ordinary or extraordinary. Ordi- 
nary meetings are the annual meetings (generally held at a 
time prescribed by the company’s Articles) for the purpose of 
considering the reports of the directors and auditors, the 
accounts and balance sheet, sanctioning the declaration of a divi- 
dend, electing directors and auditors and fixing their remunera- 
tion (see Table A, Clause 44), and transacting any other business 
which by the company’s Articles an ordinary general meeting 
is authorised to transact. Any business other than that so 
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prescribed by the Articles for consideration by the company at 
an ordinary general meeting is ‘‘ special ’’ business, and notice 
must be given of the general nature of all such business which 
it is intended to submit. 

Extraordinary general meetings are meetings at which only 
the special business of which notice has been given in the 
notice convening the meeting may be transacted (see Table A, 
Clause 44). 

It may be useful to add here that the directors of a limited 
company, in-the absence of express authority in the Articles, 
have no power to postpone a general meeting of the company 
properly convened.’ This is, of course, different from an adjourn- 
ment (see Table A, Gina: 46 and 49). 

A general meeting (either ordinary or extraordinary) must 
be held once at least in every calendar year, and not more than 
fifteen months after the holding of the last preceding general 
meeting. If not so held, the company, and every director or 
manager (but not the secretary, as formerly) who is knowingly 
a party to the default, is liable to a heavy fine (Section 112). 
Section 112 creates two separate offences: (a) that of not 
holding a meeting in the calendar year; (0b) that of not 
holding it within fifteen months after the last meeting.” By 
virtue of Section 11 of The Summary Jurisdiction Act, 1848, 
an information laid more than six months after the offence 
would be out of time. Further, the Court, on the application 
of any member of the company, may call or direct the calling 
of a general meeting where default in holding it has been made 
(Section 112, Sub-section 3). The Articles usually prescribe 
the time at which general meetings are to be held. 

Under Section 123 there must be laid before the company 
in general meeting once at least in every year a profit and loss 
account (or, in the case of a company not trading for profit, an 
income and expenditure account), made up to a date not earlier 
than the date of the meeting by more than nine months, or if the 
company carries on or has business interests abroad, more than 
twelve months (Sub-section 1), and by Sub-section 2 of the 
section there must be laid before the company in general meeting 
a balance sheet as at the date to which the profit and loss account 
(or the income and expenditure account) is made up. The first 


1 Smith v. Paringa Mines, [1906] 2 Ch. 193. 
2 Smedley v. Registrar of Companies, [1919] 1 K. B. 97. 
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profit and loss account of a company is to be laid before the 
eompany within eighteen months of its incorporation; but the 
Board of Trade may extend that period and also the periods 
of nine months and twelve months if they think fit to do so. 
The information which must be disclosed in the balance sheet 
and the certification of the latter by the directors and auditors is 
dealt with under ‘‘ Form or PusyisHep Accounts,’’ pages 158 
et seq., ante. Any director who fails to take all reasonable steps 
to comply with the provisions of Section 123 is, in respect of 
each offence, liable on summary conviction to imprisonment for 
a term not exceeding six months, or to a fine not exceeding £200. 
A sentence of imprisonment cannot be imposed unless, in the 
opinion of the Court, the offence was committed wilfully. 

In the case of every company other than a private company 
a copy of every balance sheet which is to be laid before the 
company in General Meeting, including every document re- 
quired by law to be annexed thereto, together with a copy of 
the auditors’ report, must seven days at least before the meeting 
be sent to every person entitled to receive notice of general 
meetings (Section 130, Sub-section 1 (a)). Any member of 
the company, whether or not entitled to have sent to him a copy 
of the balance sheet under the above provision is entitled to be 
furnished on demand, without charge, with a copy of the last 
balance sheet of the company, with the documents required by 
law to be annexed thereto, and a copy of the auditors’ report. A 
like right is conferred on holders of debentures of the company 
(Sub-section 1 (b)). Failure to comply with the requirements 
of Sub-section 1 (a) renders the company and every officer in 
default liable to a fine not exceeding £20; and failure to comply 
with a demand for a copy of the last balance sheet under 
Sub-section 1 (b), within seven days of the making of the 
demand, renders the company and every director, manager, 
secretary, or other officer knowingly a party to the default 
liable to a fine not exceeding £5 a day whilst the default con- 
tinues, unless it is proved that the person has already made 
a demand for and has been furnished with a copy of the 
document. 

In the case of a private company, any member is entitled to 
be furnished, within seven days after he has made a request 
to the aa therefor, with a copy of the balance sheet and 
auditors’ report at a charge not exceeding sixpence for every 
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hundred words, and failure to furnish a copy after a request 
has been made therefor, and the proper charge tendered, renders 
the company and every officer in default liable to a fine 
not exceeding £5 a day while the default continues (Sub- 
section 2); but a holder of debentures of a private company 
has no statutory right whatever to receive or be furnished with 
a copy of the balance Bes 

The Articles usually state what notice is to be given of 
meet@igs. In the case of special business the notice must also 
state the general nature of the business (see, for instance, 
Table A, 1929, Clause 42). The notice must contain clear informa- 
tion as to what is proposed to be done, as an insufficient notice 
may invalidate the proceedings. So many ‘‘clear days’ ’’ notice 
means so many days exclusive of the day of service of the notice 
and the day of meeting. Great care should be taken to ascer- 
tain that the notices sent out are in accordance with the 
provisions of the Articles, and to specify clearly any ‘‘ special 
business ’’ which is to be transacted. The terms of any specific 
resolution to be proposed need not be set out in the notice’ 
unless, of course, an extraordinary or special resolution is to be 
passed. For further information the reader is referred to 
‘“ RESOLUTIONS ”’ (page 230, post). 

The examples following, in their order, show notices of the 
Statutory or First General Meeting, of an Ordinary or Annual 
General Meeting, and of an Extraordinary General Meeting 
summoned to transact special business— 


1. Starutory Meerina. 
, LIMITED. 


NovicE 1S HEREBY GIVEN that the Statutory Meeting of the above 
named Company, pursuant to Section 113 of The Companies Act, 1929, 
will be held at the Registered Office as above on____________ met Own wee cee” 
day Git ee OL abs eae o’clock in the noon. 


{ommeeeNe, OE SEOs TNE — Seeretary. 


t Tiessen v. Henderson, [1899] 1 Ch. 861; Normandy vz. Ind Coope and OCo., [1908 
10b. 84; Baillie v. Oriental Telephone Co., [1915] 1 Oh. 503. 
2 Betts & Co. v. Macnaghten, [1910] 1 Oh. 430. 
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2 Orpinary GENERAL MEETING. 


ee ener eo ALOE. , LIMITED. 
A GOLCSS 22 Sees So eee eee ees 
Eg hh ee ee Se se 193 . 
Novice 1s HEREBY Given that the Ordinary General Meeting of the 
above-named Company will be held at______------~~ Oy Fee ecard 
(YS i rien calp ena has Che Oh we Site =e o’elock in the________ noon, for 


the following purposes :— 

To receive and consider the Directors’ Report, the Annual Statement 
of Accounts and Balance Sheet, and the report of the Auditor 
thereon. 

To sanction the declaration of a Dividend, and to transact the other 
ordinary business of the Company. 

Novice 1s ALSO Given that the Transfer Books of the Company will be 
closedsiromm thes aun, === bOmbiC sae eae , 193 , both days inclusive. 


By Order of the Board, 


Uf Sra ween tate CE ote Re Secretary. 


3. EXTRAORDINARY GENERAL MeErtina ror INCREASING 
CapiTaL BY SpreciaL RESOLUTION. 
See Se LR Oe. ee , LIMITED. 


NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the 
above-named Company will be held at 
Abies OClocksina thc measaa as noon, for the purpose of considering, and 


if deemed desirable, passing (with or without modification) the following 
Special Resolution :— 


See Se ee ee ore nee Secretary. 


N.B. If you are unable to attend the Meeting, please fill up the 
enclosed Form of Proxy with the name of one of the Directors, or of any 
Member of the Company whom you think fit to appoint as your Proxy; sign 
it in the presence of a Witness, who must also sign, and return the Form 
to the Secretary on or before the 


As to the twenty-one days’ notice required by the Act to be 
given of the meeting to pass a special resolution see page 230. 

The secretary will be present at all general meetings, and 
should have with him the Register of Members, the Minute 
Book of General Meetings, a copy of the Articles or Table A, 
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and either a book or sheets of paper on which each member 
should be requested to sign his name on entering the room where 
the meeting is to be held. With large companies, however, it is 
a common practice to issue to the members cards of admission 
to general meetings. These cards should be signed by members, 
and given up on entering the room where the meeting is to be 
held. The following is a form of admission card :— 


wd AE aE eee SSE RAST aL ,» LIMITED. 

HNC} ae ee ae he EE ree mee es 2 Aes Per ee eee 
Porthos tae Sie hae General Meeting of the above-named Company 
to be held at_____ 2. SS a ge: (i) ee Ee ee eS (hes aere Seg 
G7 Oe es ae Ee ot es , 193 


Membersesionaturemts 2:2 2s veri Sars 228 2 A ee os 


To prevent delay in entering, Members are requested to sign this Order of Admission 
before coming. 


CONDUCT OF BUSINESS AT MEETINGS. 

The record of the members present will be of great service 
if any question should arise as to the number or names of those 
present at the meeting. Before proceeding to the business of 
the meeting it must be ascertained whether a quorum of members 
is present. The Articles will usually state what number of 
members constitutes a quorum (see, for instance, Table A, 1929, 
Clause 45, which prescribes three members personally present) ; 
but if the Articles do not prescribe the quorum and Table A is 
excluded from operation, the quorum is, under Section 115, two 
members personally present in the case of a Private Company, 
and three such members in the case of any other company. If 
a quorum is not obtained, the meeting will be dissolved or 
adjourned, as may be provided by the Articles. If a quorum 
is present, the business is commenced by the secretary reading 
the notice convening the meeting, and usually the minutes of 
the last general meeting. These last-mentioned minutes will, if 
approved, be signed by the chairman, thus :— 


Read and approved, 


, 193°. Chairman. 


Sometimes the minutes of the last general meeting are not 
read, as they may have already been signed by the chairman of 
that meeting. The minutes would be admitted in evidence if 


1 See Table A, [1929] Clause 46. 
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signed at either meeting. Any alteration should be initialled 
by the chairman who signed the minutes. 

The agenda, previously prepared by the secretary, will next 
be laid before the chairman. The secretary will also have ready 
the exact terms of any resolution to be submitted to the meeting. 
During the meeting the secretary must make a careful note of 
what takes place, and for this purpose he may use a note book 
or rough minute book, and record the proceedings afterwards in 
the regular Minute Book. 

The importance of keeping full and correct minutes cannot 
be exaggerated (see pages 110 and 111, ante). Section 120 of the 
Act makes the minutes, if purporting to be signed by the chair- 
man of the meeting or by the chairman of the next succeeding 
meeting, evidence of the proceedings; and, until the contrary is 
proved, the meeting at which such minutes were made will be 
deemed to have been duly held and convened, and the 
proceedings thereat to have been duly had, and all appointments 
of directors, managers, or liquidators will be deemed valid. All 
incidental questions arising at a general meeting which require 
immediate decision may be determined by the chairman, whose 
decision as entered in the Minute Book is prima facie taken as 
correct. 

Full directions as to voting at general meetings, taking polls, 
and giving proxies will be found in the Articles (see Table A, 
1929, Clauses 50 to 62). Special provision is made by Section 
116 for the representation of one company at meetings of 
another. Any company (whether a company within the mean- 
ing of the Companies Act or not) which is a member of a com- 
pany within the meaning of the Companies Act may, by a 
resolution of the directors or other governing body, authorise 
any of its officials or any other person it thinks fit to act as its 
representative at any meeting of the latter company or at any 
meeting of any class of members of that company, and such 
representative will be entitled to exercise the same powers on 
behalf of the company which he represents as if he had been an 
individual shareholder.* A person representing a corporation 
under Section 116 must be included when considering the pres- 
ence of a quorum.” It is the secretary’s duty to see that 


The power so to appoint a representative was formerly exerciseatle only by a company incor- 
porated under the Companies Act, and in respect of general meetings. As to appointment by a 
company of a representative to act at meetings of debenture holders or creditors, see page 357. 

2 Kelantan Coconut Estates, in re, [1920] W. N. 274. 
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any proxies which have been sent in are properly stamped and 
attested in the form prescribed by the Articles, and that they 
have been deposited at the company’s office for the requisite 
period before the meeting at which they are to be used. He 
will also see that the shareholders appointing the proxies are 
qualified to vote, and that the proxy holders are qualified to act. 

The right to vote by proxy must be expressly given by the 
Articles of Association. Under Clause 59 of Table A (1929) a 
proxy need not be a member of the company; but under Table A 
of 1908, and frequently under special Articles, no person may be 
appointed a proxy who is not a member. Proxies cannot be 
used on a show of hands.’ If proxy holders present at a general 
meeting are dissatisfied with the result of the voting where a vote 
is taken by a show of hands, they should demand a poll. A 
demand for a poll cannot be withdrawn after it has been 
accepted and the meeting has separated.” Where an extra- 
ordinary or a special resolution is submitted to be passed a poll 
may be demanded by such number of members not exceeding 
five for the time being entitled according to the Articles of the 
company to vote as the Articles may prescribe. If no provision 
is made by the Articles a poll may be demanded on an extra- 
ordinary or special resolution by three members entitled to vote 
or by one member alone or two members together, so entitled 
to vote, holding not less than fifteen per cent. of the 
paid-up share capital of the company (Section 117, Sub- 
section 4). In the case of resolutions other than extraordinary 
or special resolutions reference must be made to the Articles 
for the requisite number (see e.g. Clause 50 of Table A, 1929, 
which allows a proxy to join in demanding a poll). Under 
Articles which provide in the ordinary way that votes shall be 
given either personally or by proxy, a poll taken by means of 
polling papers, to be signed and delivered at the company’s 
office on or before a fixed day and hour, would be invalid. A 
shareholder must be present, personally or by proxy, at a proper 
meeting before he can vote. And this principle is not overridden 
by a provision in the Articles that if a poll is demanded it shall 
be taken in such manner and at such time and place as the 
chairman of the meeting directs? (see Table A, 1929, Clause 51). 


1 Re Caloric Engine Ov., [1885] 52 L. T. N.S. 846; Ernest v. Loma Gold Mines, [1896] 1 Ch. 1. 

2 Reg. v. Wimbledon Local Board, [1882] 51 L. J., Q. B. 219; Rex v. Mayor of Dover, 
{1903] 72 L. J., K. B. 210. 

* McMillan v, Le Roi Mining Co.,[1906] 1 Ch, 331 
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The taking of a poll is not a meeting, or an adjournment of a 
meeting.! It is a continuation of the meeting at which the poll 
is directed to be taken. Where the Articles provide that a proxy 
is to be valid unless notice of the death of the principal or revoca- 
tion of the proxy or transfer of the share is received before the 
meeting, a notice of revocation given between the date of the 
meeting and the taking of the poll is inoperative, being given 
‘‘ during,’’ and not ‘‘ before,’’ the meeting.2 But even if a 
shareholder has given an invalid or no notice of revocation, he 
ean attend and vote personally, thus superseding the proxy.® 
The following is a form of a demand for a poll :— 


DEMAND. FOR A POUL. 


tS hats dine eee a ee ee , LIMITED. 
We, the undersigned Members of the above-named Company, holding 
Shares, do hereby demand a Poll upon the question that______ 
(Signatures. ) 


Dated this tS ve 


A list of members for the purpose of taking the poll is 
generally made out by the secretary. The following is a speci- 
men list :— ‘ 


List or Members ror THE Purpose or TAKING A POLL. 
Names | Number | Number Votes Given. 
of of of Remarks ae 
Members. | Shares. | Votes. | . [F ceee HE A 
ie OR: Against. 
AB aul LO 10. | 10 
CED: 20 20 By E. F. his proxy. 20 
E. F. 10 LOR 10 
Goer. 5 5 | Vote rejeeted under Clause __ of 
Articles of Association. 
Np SE 25 25 | By K. L. his proxy, appointed by| 25 
| M.N. under power of attorney 
from ly de datedetiesss 2. day 
Of es » 198% 
Ka 15 15 15 
Ay Zo 150 50 | By W. Y. appointed to act as| 50 
Com- | | Tepresentative of Company by 
pany | | Tesolution of Company of 
ih Sob aie Nin amet ia p08 ‘ 


1 As to the date of a resolution passed at an adjourned meeting see page 223. 

2 Shaw v. Tati Concessions, [1913] 1 Oh. 292; Spiller v, Mayo (Rhodesia) Oo., [1926] 
W.N.78; Cousins v. International Brick Company, [1931] 20h, 90, 

3 Cousins ¥, International Brick Company, supra, 
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In some eases the Articles provide that two scrutineers shall 
be appointed to take the poll and to report to the chairman the 
result of the voting. If there is no provision in the Articles, 
serutineers may be appointed by a resolution of the meeting, or 
by the chairman with the assent of the meeting. The following 


is a form of scrutineers’ report to the chairman of the result 
of a poll :— 


eget AAA alte ta) 1 bs , LIMITED. 

We, the undersigned, being the Scrutineers appointed at the General 
Meeting of the above-named Company held at________ Ont se ees day 
Cy ey ae , 193 , on the motion “That the report and accounts of the 
Directors be adopted,” and a Poll having been taken at the Company’s 
Office on Monday, the________ dayrote oo = , 193 , hereby report to you, 
as the Chairman of such Meeting, that the result of such poll was as 
follows :— 

In favour of the motion - - - 
Against the motion - - - - - - 


Total - - - - - - a 
Majority in favour of the motion 
Dated thes = = day Ole samme ae gq MGR 
a a ithe Scrutineers. 
To A. B., Esq., 


Chairman of the above-mentioned Meeting. 


The form of proxy given in the special Articles or Table A 
(see Clause 61 of Table A, 1929) is available for one meeting 
only, and requires a penny stamp, which may be impressed or 
adhesive. Any cancellation which renders the stamp incapable 
of being used for any other instrument or for any postal purpose 
is sufficient. It is not necessary that the person cancelling should 
write his name and the date across the stamp’ (and see 
‘‘ Stamps,’’ page 326, post). So long as a proxy is properly 
stamped at execution, its operative parts—for example the name 
of the proxy, or the date of the meeting at which the proxy is 
to be used—may be filled in afterwards by any person properly 
authorised to do so.” They must, of course, be filled up before 
the proxies are lodged. The Articles sometimes require the 


1 McMullen v. Hickman Steamship Co., [1902] 71 L. J. Ch. 766. 
2 Ernest 0. Loma Gold Mines, [1897 1 Oh.1 ; Sadgrove v. Bryden, [1907] 1 Oh. 318. 
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proxy to be witnessed, and if they do the proxy is invalid unless 
properly witnessed. The following is a form frequently used :— 


ce Ae ia ie pee ee ne ese , LIMITED. 

I, the undersigned, _________ ae Member of_ eres ec Oe Sh re ee 5 
Limited, do hereby appoint___________- “OF its Disa DSCLCe eee ee ene, : 
both Members of the said Company, to be my proxy, to vote and act for 
me at the Meeting which is to be held on the______ day 01 2a eo ones 


and at every adjournment thereof, and at every poll that may take place in 
consequence thereof. 


Datediithish 2. sates day Ot seet SU ae = 5 1937. 


The term ‘‘ proxy ”’ in its strict sense means the person 
appointed to vote for another. The word, however, is commonly 
used to denote the instrument appointing the proxy, and some- 
times even the appointing shareholder. So long as the intention 
is clear, the vote is good. Thus, ‘‘ A. B., for self and proxies,”’ 
has been held sufficient.” 

For the purposes of a meeting of a particular class, only a 
member of that class can be appointed proxy. 

If a proxy is given for more than one meeting, the instru- 
ment is in effect a power of attorney, and requires a ten-shilling 
impressed stamp. If, therefore, any such words as ‘‘ at any 
general meeting of the company which may be held before the 
seach eee day of--------_-, 193°>”’ are used, the: instrament 
requires a ten-shilling stamp. In such cases the member should 
execute a formal power of attorney. The Articles of Associa- 
tion of some companies allow shareholders to appoint an attorney 
for the purpose of appointing proxies to vote at general meetings. 
The following is a suitable form :— 


Power or ATTORNEY FROM Mumper ror ATTORNEY TO 
Appoint Proxiss at MEETINGS. 


eS ae eee ee , LIMITED. 


Know att MEN BY THESE Presents that I, A. B. [full name and 
description], a Shareholder in_____..___/_-_ , Limited, 
hereby appoint ©. D., of [full name and description], to be my Attorney, 
and in my name and on my behalf to appoint any person or persons to act 
as my proxy at any General Meeting of the said Company which may be 


1 Several persons may be thus appointed. 
2 Forester ». Newlands Mines, [1902] 46 Sol. Jo. 409, 
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held before the______ Gayot oe). , 193 , and at which I shall not be 
present in person or by a proxy appointed under my own hand; and I 
authorise my said Attorney at his discretion to revoke any appointment 
made by him hereunder; and I declare that this Power of Attorney shall 
be void and cease to have any effect after the________ day ors pas 
193 ; and I hereby undertake to ratify all that my said Attorney shall i 
or purport to do by virtue of these presents. 
In Witness, &e. 


Datos es SC aa PLoS. 


A power of attorney such as that given above must bear a 
ten-shilling stamp (impressed), and must, of course, be produced 
and noted by the secretary. All proxies handed in must be 
carefully preserved. 

Articles usually provide that the chairman may, with the 
consent of a meeting, adjourn the meeting, and Clause 49 of 
Table A (1929) provides that he shall do so if directed by the 
meeting; but the chairman may, on proper ground, adjourn a 
meeting where the Articles are silent. Under Section 119 a 
resolution passed at an adjourned meeting of a company or of 
the holders of shares of any class in a company, or of the 
directors of a company, is to be treated for all purposes as 
having been passed on the date on which it was in fact passed, 
and is not to be deemed to have been passed on any earlier date. 


REQUISITION FOR GENERAL MEETING. 


If the members send in a requisition for a general meeting, 
the secretary must see that the Articles of Association have been 
strictly complied with, that the object of the meeting is fully and 
clearly defined in the requisition, and that the requisition is 
properly signed by duly qualified persons. The attention of 
the directors should be called to any irregularity, and, if 
necessary, the solicitor’s advice should be taken. 

Notwithstanding anything in any regulations of a company, 
the directors must, on the requisition of members of the company 
holding at the date of the deposit of the requisition not less 
than one-tenth of such of the paid-up capital as at the date of 
the deposit carries the right of voting at general meetings, or, 
where there is no capital, of members representing one tenth of 
the total voting rights of all the members, forthwith proceed 
duly to convene an extraordinary general meeting of the com- 
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pany (Section 114, Sub-section 1). If shares are registered in 
joint names each of the joint holders must sign the requisition, 
or the shares will not be taken into account.’ 

The requisition must state the objects of the meeting, and be 
signed by the requisitionists. It may consist of several docu- 
ments in like form, each signed by one or more requisitionists. 
It must be deposited at the registered office of the company 
(Sub-section 2). It should be so deposited by some person who 
can, if necessary, prove the fact and date of deposit; and a note 
of the name and address of the person leaving the requisition 
should be made by the secretary. 

If the directors do not within twenty-one days from the date 
of the requisition being deposited, proceed duly to convene a 
meeting, the requisitionists, or a majority of them in value 
representing more than one half of the voting rights of them all, 
may themselves convene the meeting; but any meeting so con- 
vened must not be held after the expiration of three months 
from the date of the deposit (Sub-section 3). 

Any meeting convened by requisitionists must be convened 
in the same manner, as nearly as possible, as that in which 
meetings are to be convened by directors (Sub-section 4). 

If the directors fail duly to convene the meeting, any rea- 
sonable expenses incurred by the requisitionists must be repaid 
by the company and be retained by the company out of any 
sums due or to become due from the company by way of fees 
or other remuneration in respect of their services to the directors 
who were in default (Sub-section 5). 

The following is a form of requisition :— 


To the Directors of 


ORAS SBR hey Vier 9: TE eg ee , LIMITED. 
Wr, the undersigned Members of___________ Company, Limited, 
holding in the aggregate_____ Shares in the Capital thereof, do hereby, 


in pursuance of the provisions in that behalf contained in the Articles of 
Association of the said Company, require you to convene an Extraordinary 
General Meeting of the said Company to be held on_______ june 22 iby, 


Cty nOn se oats i aie OSU atin eee oclocktin the eee noon, for the pur- 


pose of considering, and if thought fit passing, the subjoined resolution: 
namely-— 


[Here set out the resolution]. 


(Signatures. ) 
Dated the dayrotee ov eet 5 1938's 


1 Patent Wood Keg Syndicate v. Pearse, [1906] W. N. 164. 
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In the very unusual case of there being no regulations as to 
meetings, the following section of the Act apples :— 


115.—(1) The following provisions shall have effect in so far as the 
articles of the company do not make other provision in that behalf :— 


(a) A meeting of a company, other than a meeting for the passing 
of a special resolution, may be called by seven days’ notice in 
writing ; 

(b) Notice of the meeting of a company shall be served on every 
member of the company in the manner in which notices are 
required to be served by Table A, and for the purpose of this 
paragraph the expression “Table A” means that Table as for 
the time being in force; 


(c) Two or more members holding not less than one tenth of the 
issued share capital, or, if the company has not a share capital, 
not less than five per cent. in number of the members of the 
company may call a meeting; 


(d) In the ease of a private company two members, and in the case 
of any other company three members, personally present shall be 
a quorum; 

(e) Any member elected by the members present at a meeting may be 
chairman thereof; 


(f) In the case of a company originally having a share capital, every 
member shall have one vote in respect of each share or each ten 
pounds of stock held by him, and in any other case every member 
shall have one vote. 


(2) If for any reason it is impracticable to call a meeting of a company 
in any manner in which meetings of that company may be called, or to 
conduct the meeting of the company in manner prescribed by the articles 
or this Act, the court may, either of its own motion or on the application 
of any director of the company or of any member of the company who 
would be entitled to vote at the meeting, order a meeting of the company 
to be called, held, and conducted in such manner as the court thinks fit, 
and where any such order is made may give such ancillary or consequential 
directions as it thinks expedient, and any meeting called, held, and con- 
ducted in accordance with any such order shall for all purposes be deemed 
to be a meeting of the company duly called, held, and conducteu. 


@i.——3 
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BOARD MEETINGS. 


Tux Articles usually contain full provisions and directions as to 
the mode of holding board meetings (see, for instance Table A, 
1929, Clauses 81 to 88), and they frequently give power to any’ 
director to call a board meeting; but the wishes of the chairman 
should always be considered, if only as a matter of courtesy. 
Notice of every meeting ought to be given to each member of 
the board. 
The following is a form of letter of notice :— 


, LIMITED. 


Dzar Sr, 
I beg to inform you that a Meeting [or I beg to remind you that 
the next Meeting] of the Directors will be held at the Offices of the 


specified in the Agenda appended hereto. 
Your obedient servant, 


Secretary. 


The directors, being agents of the company, cannot, unless 
authorised to do so, delegate the powers vested in them to com- 
mittees. They, however, as a general rule, are authorised by the 
Articles to delegate their powers to committees of their own body 
(see Table A, 1929, Clause 85), which may consist’of only one 
person.’ The Articles also generally prescribe the number of 
directors necessary to constitute a quorum; where this is not the 
ease, the number who usually conduct the business of the com- 
pany will be sufficient. To enable directors of a company in- 
corporated under the Companies Acts to decide questions by a 
majority, there must be a special Article authorising them’ to do 
so’ (e.g. Clause 81 of Table A, 1929). 

The secretary would do well to satisfy himself that the board 
room is properly prepared for the meeting. He will of course 


t Taurine Oo., [1884] 25 Ch. D. 118. 
* Cerott & Perrott v. Stephenson, [1934] 1 Ch. 171. 
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have ready the Agenda, Minute Book, Directors’ Attendance 
Book, and all other books, letters, documents, &c., which are 
likely to be required during the meeting, so that no time may 
be lost in obtaining them. One or two copies of the Memoran- 
dum and Articles, neatly bound, should always be on the board 
table for reference if required, and a secretary will find it con- 
venient to have a portfolio or ease in which to keep, from one 
meeting to another, letters and other papers which have to be 
submitted to the board. 

After obtaining the signatures of the directors in the Attend- 
ance Book, the secretary will read the minutes of the last pre- 
ceding board meeting, which will be signed by the chairman if 
found correct. 

The secretary should take notes of all business transacted at 
the meeting. It is advisable to take these notes in a book, and 
to avoid using scraps of paper. The minutes will afterwards 
be entered in the Minute Book kept for board meetings. 

Sometimes the solicitor may by request be present at the 
meeting, in which case he will draft any important resolutions 
that are to be submitted, unless, as sometimes happens, the chair- 
man himself prefers to do so. In other cases, a secretary is given 
general directions as to drafting resolutions. In any event it is 
scarcely possible to exaggerate the importance of keeping 
accurate minutes of proceedings, in clear language, and of 
copying carefully any resolutions that may have been previously 
drafted. The agenda paper, with the chairman’s remarks and 
any drafts of resolutions, will be kept until the minutes in 
which they are incorporated are signed, when the papers can 
be destroyed. Where a resolution is passed at an adjourned 
meeting of the directors the resolution is to be treated for all 
purposes as having been passed on the date on which it was in 
fact passed and is not to be deemed to have been passed on any 
earlier date (Section 119). 

The directors at a board meeting ought to have full infor- 
mation as to the financial position of the company. It is 
therefore desirable for the secretary to prepare and have ready 
for each board meeting a cash statement showing the balance 
brought forward from the preceding statement, summaries 
under various headings of the cash receipts and payments since 
the last meeting of the board, and the balance at the company’s 
bankers. 
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It is also desirable for the directors to have at each board 
meeting a statement showing the cash at bank on deposit and 
current accounts and in hand, the amounts estimated to be 
received and paid under appropriate headings during the period 
to the date of the next board meeting, and the balance expected 
then to be in hand. 

The amounts shown as at bank should be the balances on the 
cash book and on the deposit account in the ledger, and a state- 
ment should be prepared reconciling the former with the bank 
pass books, which should be made up to date and submitted for 
the inspection of the directors, together with the bankers’ certi- 
ficate of the balances. 

There should also be included in the financial statement 
prepared for the board meeting a statement showing all existing 
eurrent liabilities which will not mature for settlement until 
after the date of the next board meeting and any substantial 
or exceptional payments which fall to be made within (say) the 
next three months (the period depending upon the cirecum- 
stances of the particular company). 

The forms of the financial statements will vary in different 
businesses, and the secretary should consult the company’s 
accountant and other officials before deciding upon the forms 
which he will use. 

The following are specimens of agenda for board meetings. 
The secretary will arrange the different items of the agenda in 
order, but the board may depart from this order in any way 
it pleases. 


ere i Bakes hoe oe ae , LIMITED. 
Board Meeting on the______ day: feet pele LOS: 
AGENDA. 
Tosgresolverthateeecees rou do take the chair at this meeting. 


To receive the report that the company was duly registered. 


To receive the report of the registration of notice of the situation of the 
registered office. 


To submit sketch of company’s seal, prepared by order of__._______ for 
approval. 

To pass resolution as to the custody of the keys of the seal. 

To resolve that____.________ be appointed bankers of the company. 

To resolve that_-_--- 2 be appointed solicitors. 

To resolve that___-________ be appointed auditors. 


WOLTesOlve’ that. eee ae be appointed brokers. 
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Fo TesOive’ that 28 te be appointed secretary to the company, at a 
salary of see per annum. 
Po resolve that: =. _ <9". | directors shall be a quorum for a board meeting. 


To consider the appointment of a sub-committee of the board. 

To resolve, in accordance with Article____, that the business of passing 
transfers, sealing certificates, and signing cheques for ordinary 
current expenses be delegated to a committee of__.._____ directors. 

To resolve, further, that such committee be empowered to deal with any 
matter which may urgently require attention. 

To resolve that the prospectus dated the________ days OLS ees” ceeners es Pea iee, 
a copy of which is signed by each of the directors, be issued forth- 
with, together with the form of ‘application for shares, a copy of 
which is also signed by the chairman. 

To resolve that___..___ sharestof 2-2 ee each in the capital of the com- 
pany be allotted as follows: [here state names of allottees and 
number of shares to be allotted to each] and that the secretary do 
give notice of allotment to the above-named persons and of the 
shares allotted to them respectively. 

To resolve that the seal of the company be affixed to certificates, num- 
peredes ses 2s One ee ANClUSIVe; MiLOl Ness lee ee ordinary [or 
preference] shares.’ 


1 After entering this resolution in the Minute Book a record should be made that ‘‘ the said 
certificates were accordingly sealed.” 
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RESOLUTIONS. 


ResoLurions are of three kinds: namely— 


1. Ordinary Resolution—i.e. a resolution passed by a simple 
majority of the members present at an ordinary or 
extraordinary general meeting. 

2. Extraordinary Resolution—i.e. a resolution passed by a 
majority of not less than three fourths of such mem- 
bers as, being entitled so to do, vote in person or 
(where proxies are allowed) by proxy, at a general 
meeting of which notice specifying the intention to 
propose the resolution has been duly given 
(Section 117, Sub-section 1). 

3. Special Resolution—.e. a resolution which has been 
passed by such a majority as is required for the 
passing of an extraordinary resolution at a 
general meeting of which not less than twenty- 
one days’ notice, specifying the intention to 
propose the resolution as a special resolution, has 
been duly given: Provided that if all the members 
entitled to attend and vote at any such meeting so 
agree, a resolution may be proposed and passed at 
a meeting of which less than twenty-one days’ notice 
has been given* (Section 117, Sub-section 2). 


In the case of an ordinary resolution dealing with ordinary 
business submitted to an ordinary general meeting no notice of 
the resolution is necessary; but notice must be given of any 
special business with which it is intended to deal by ordinary 
resolution at an ordinary general meeting, and of any ordinary 
resolution which it is intended to submit to an extraordinary 
general meeting. (As to what is ‘‘ ordinary ’’ and what is 
‘* special ’’ business see page 212 and Table A, 1929, Clause 44.) 
Examples of ordinary resolutions which are special business and 
of which, though capable of being passed at an ordinary general 
meeting, notice must be given, are ordinary resolutions to in- 
crease or otherwise alter the capital of a company pursuant to 
Section 50 (where the Articles do not prescribe a special or 


' This means clear days Hector Whaling Co., (in re, [1935] W.N. 223). 
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extraordinary resolution therefor) and an ordinary resolution to 
wind up a company pursuant to Section 225, Sub-section 1 (a). 

A meeting may be adjourned and the meeting and its 
adjournment constitute only one meeting, 7.e. the original meet- 
ing.t When a resolution is passed at an adjourned meeting, the 
resolution is to be treated for all purposes as having been passed 
on the date on which it was in fact passed, and is not to be 
deemed to have been passed on any earlier date (Section 119). 

Unless a poll is duly * demanded, a declaration by the chair- 
man is conclusive evidence that a special or extraordinary reso- 
lution has been earried.* And where Clause 50 of Table A, 1929, 
applies, the declaration of the chairman, coupled with an entry 
in the Minute Book of the carrying (or otherwise) of the reso- 
lution, will be conclusive evidence in the case of other resolu- 
tions, unless a poll is demanded in accordance with the terms 
of that clause. If the declaration itself contains intrinsic 
evidence that it is wrong (e.g. where the chairman states that 
he has taken proxies into account, no poll having been de- 
manded) it will not be conclusive.* Care should therefore 
be taken that the chairman declares the resolution carried, and 
that his declaration is properly recorded in the minutes. 

If there is more than one resolution, each resolution must be 
put separately to the meeting. They must not all be put en bloc 
either on a show of hands or on a poll.° 

When a poll is demanded the majority is not merely a 
majority of members, but regard is had to the votes to which 
each member is entitled by virtue of the Act or of the Articles 
(Section 117, Sub-section 5). 

A printed copy of every special or extraordinary resolution 
must be lodged with the Registrar for filing within fifteen days 
after the passing of the resolution, and in ease of default the 
company, and every officer of the company in default, is liable 
to a penalty (Section 118, Sub-sections 1 and 5). 

There must also be lodged with the Registrar a printed copy 
of every resolution which has been agreed to by all the mem- 
bers of a company, but which, if not so agreed to, would not 
have been effective for its purpose unless passed as a special 


1 Neuschild v. British Equatorial Oil Company, [1925] Ch. 346; Cousins v. International Brick 


Company, [1931] 2 Ch. 90. 2 See page 219, ante. 
3 Arnot v. United African Lands, [1901] 1 Oh. 518, and The Companies Act, 1929, 
Section 117, Sub-section 3. 4 Patent Wood Keg Syndicate v. Pearse, [1906] W. N. 164. 


5 Re Caratal (New) Mines, [1902] 2 Oh, 498, 
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or extraordinary resolution; every resolution or agreement 
which has been agreed to by all the members of some class of 
shareholders, but which, if not so agreed to, would not have 
been effective for its purpose unless it had been passed by some 
particular majority or otherwise in some particular manner; 
every resolution or agreement which effectively binds all the 
members of any class of shareholders although not agreed to by 
all those members; and of a resolution requiring a company to be 
wound up under Section 225, Sub-section 1 (a) (Section 118, 
Sub-section 4). The copy must be lodged within fifteen days 
of the passing of the resolution or the making of the agreement. 

A printed copy must also be lodged of a resolution to in- 
erease the company’s capital (Section 52, Sub-section 1). An 
ordinary resolution having that object must therefore be lodged 
with the Registrar. 

A copy of every special and extraordinary resolution and 
of every other resolution or agreement. as above specified for 
the time being in force must be embodied in or annexed to every 
copy of the Articles issued after the passing of the resolution 
or the making of the agreement, or, if Articles have not been 
registered, a printed copy of every such resolution or agreement 
must be forwarded to any member asking for it, upon payment 
of a sum not exceeding one shilling, and if these requirements 
are not complied with the company, and every officer of the com- 
pany who is in default, is liable to a fine for each copy in respect 
of which default is made (Section 118, Sub-sections 2, 3, and 6). 

The form of a notice convening a meeting to pass a resolution 
is given on page 216, ante. 


The following are some specimens of resolutions :-— 

Resolved—That an account be opened with The________ Bank, Limited, 
inwthe=nameyopeessue eee: Wo yee Re eee , Limited, under the control of 
A. B. and C. D., &., Directors, the signatures of any two of whom, together 
with the counter-signature of the Secretary, shall be a sufficient authority to 
Phew sass S Bank, Limited, for the payment of all moneys, to permit the 
inspection or withdrawal of any securities, and to receive and act upon any 


instructions regarding the transactions of the said Company with the said 
Bank. 


iResolved——Thatw homes)... ne eens Bank, Limited, be requested 
to negotiate the draft or drafts, at a term not exceeding _____ days after 
sight, drawn or endorsed by______________ &° Co. 0. ae are , as 
agents for this Company, for any sum or sums not exceeding f. 5. , and 


that the Company agree to duly accept same upon presentation and pay the 


| 
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amount thereof at maturity, provided such draft or drafts shall be nego- 
tiated within________ months from this date. 

Some further forms of resolutions will be found in 
Appendix A, page 427 et seq., post. 

The following is the form in which a resolution should be 
set out for the purpose of lodging with the Registrar of 
Companies :— 


No. of Company________ Form No 16. 
“THE COMPANIES ACT, 1929.” 


A 5s. 
Companies 
Registration 


COMPANY LIMITED BY SHARES. Fee Stamp 


must be 
om (a ee impressed 
here. 
[copy] 


SPECIAL [or Extraordinary or otherwise] RESOLUTION 


( Pursuant to The Companies Act, 1929, Section 117 [and any other Section under which the Resolution 
is passed) 


OF 


act) t,o sehs, cole oC ' oe to a ig sa del | LIMITED. 


Av an EXTRAORDINARY [or ORDINARY] GENERAL Mesrtine of the 
Members of the above-named Company, duly convened, and held at 


Se a ee , 193 , the following Sprcran [or ExTrAORDINARY or 
ORDINARY] RESOLUTION was duly passed. 


[Resolution as passed to be set out.] 


The resolution must be printed, and the copy lodged for 
filing must be authenticated by the written signature of an 
officer of the company, and be impressed with a five-shilling 
Companies Registration fee stamp. 


3.M.—8* 
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DIVIDENDS. 


Tx special Articles, or Table AaGt Table A applies), regulate 
the rights of the members of the company to dividends (see 
Table A, 1929, Clauses 89 to 96). 

The Articles of Association usually provide that the directors 
may, with the sanction of the company in general meeting, 
declare a dividend, or without such sanction may pay such sums 
on account of dividend (i.e. interim dividends) as they think fit. 

Dividends are the proportions of profits which are payable 
per share or per cent. on the capital of the company, declared 
in the manner provided by the Articles, and paid by a cheque 
or dividend warrant sent by the secretary of the company, with 
the sanction of the directors, to each, shareholder. 

A dividend warrant is in effect a cheque—that is to say, an 
unconditional order to pay asum of money; but bankers observe a 
distinction between the two. According to usual custom, a cheque, 
if not presented within six months of the date of issue, may not 
be paid without reference to the drawer, but a dividend warrant 
would be paid by some banks after the expiration of this period 
unless a time limit is fixed and stated upon the warrant. 

Dividends are almost invariably paid on the amounts paid up 
or credited as paid up on the shares; but the Articles may 
provide that dividends are to be payable on the nominal amount 
of the shares. The Articles sometimes provide (see Table A, 
1929, Clause 91) that dividends shall only be payable out of 
profits. This is a statement of the law on the subject, as 
dividends may not be paid out of capital. The Memorandum 
must therefore be looked at to ascertain precisely what is the 
business of the company, for it is that from which profits arise. 

The question as to what are profits which may properly be 
expended in payment of dividends is often a difficult one, and 
has given a great deal of trouble to both legal and commercial 
experts in company matters. The word ‘‘ profits ’’ is a word 
which is not free from ambiguity. In the ease of Verner v. 
General and Commercial Investment Trust (1894, 2 Ch. 239) 
the Court of Appeal said that the law was much more accurately 
expressed by saying that dividends cannot be paid out of eapital 
than by saying that they can only be paid out of profits.* 


1 A valuable discussion of the word profits will be found in the judgment of Fletcher Moulton, L.J, 
'n re The Spanish Prospecting Oo.,[1911] 1 Oh. 92, ; 
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The provisions of the Articles of Association as to profits 
must also be attended to. Thus special Articles may provide 
that no dividends shall be payable except out of ‘‘ realised 
profits.’’ The words ‘‘ realised profits ’’ will be taken in their 
ordinary commercial sense as meaning at least ‘‘ profits tangible 
for the purpose of division,’’ and will not include estimated 
profits. In the absence of special provisions, the profits of an 
undertaking may be defined as the excess of ordinary receipts 
over expenses properly chargeable to revenue account. But 
what expenses are properly chargeable to capital and what to 
revenue depends upon circumstances, and no general rule can 
be laid down. Clause 80 of Table A, 1862, shows in what manner 
profits are to be arrived at in the case of companies governed 
by that Table.? 

’ Apart from special Articles limiting the fund out of which 
dividends may be paid, there is a statutory bar against paying 
them out of capital. In no ease should dividends be recom- 
mended, declared, or paid, when such a course would be one 
which, having regard to the nature of the company’s business 
and the other circumstances of the case, no reasonable man would 
adopt. Subject to this, past losses of capital, 7.e. losses in finan- 
cial periods for which the accounts have been made up and 
closed, may be ignored, whether the capital lost is fixed or cir- 
culating, when considering the question whether profits earned 
in a subsequent financial period should be distributed; and 
losses of fixed capital in the year in which the profits have been 
so earned may also be ignored. Losses of circulating capital in 
that year cannot be ignored because they enter into and form 
part of the gross profit, and must consequently be deducted in 
order to arrive at the real profit. The distinction between fixed 
and circulating capital is that the former consists of capital 
invested in assets intended to be retained by the company more 
or less permanently and used in producing an income; the latter 
consists of capital which is continually being parted with but 
which is always intended to return with an accretion. A good 
instance of circulating capital is the money spent by a manufac- 
turing company in the purchase of raw material, and in turning 
that material into manufactured goods, and in the expenses of 


1 Oxford Benefit Building and Investment Society, [1887] 35 Oh. D. 502. 
2 Table A (1908 or 1929) contains no similar provisions. 
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sale. Until the money so spent has been replaced out of the 
proceeds of sale there is obviously no profit. When there are 
profits out of which a dividend can lawfully be paid, and it is 
necessary to justify the distribution of them from a commercial 
standpoint, an appreciation in the value of capital assets, as 
ascertained by a bona fide valuation, may be set off against 
losses in past years on revenue account, and depreciation which 
has been charged in account but has not actually occurred may 
be written back.t The question whether a company has profits 
available for distribution must be answered according to the 
nature of the company, the circumstances of each particular 
case, and the evidence of competent witnesses.” The common 
Article requiring dividends to be declared by the directors 
applies to fixed cumulative dividends on preference shares. If 
the directors in their discretion think that a dividend ought not 
to be declared, the Court will not be easily induced to override 
their decision.* 

If a dividend has been paid out of capital, no individual 
shareholder who has received his dividend with knowledge of all 
the facts, and still retains it, can maintain an action against the 
directors to compel them to pay to the company the amount 
wrongly distributed in dividends.* 

By Section 54 a company may in certain circumstances pay 
interest on paid-up share capital and charge the payment to 
capital account. The shares in respect of which such payment 
may be made must have been issued to defray the expenses of 
the construction of works &e., or the provision of plant, which 
cannot be made profitable for a lengthened period. The rate 
of interest specified in the section is four per cent. per annum, 
or such other rate as may for the time being be prescribed by 
Order in Council, and such an Order has been made fixing the 
rate allowable at six per cent. The payment of interest out of 
capital must be authorised by the company’s Articles or by 
special resolution and before being paid be sanctioned by the 
Board of Trade, who may, at the expense of the company, 
appoint a person to inquire and report before giving the required 


7Ammonia Soda Co. v. Chamberlain, [1918] 1 Ch. 266; Stapley v. Read Bros., [1924] 2 Ch. 1. 


2 A right under the Articles to share in ‘‘ profits available for dividend’ is not 
iW f a: a § confined to net 

profits remuining after making any reserve which the directors think Bd i 
company (Long Acre Press v., ‘Odhams Press, [1930] W. N. 147). ieee secs te soc 


% Bond v. Barrow Hematite Steel Oo., [1902] 1 Ob. 353. 
“ Towers v. African Tug Co., [1904] 1 Ch. 558. 
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sanction. The Board of Trade must further determine the period 
for which such payment may be made, and such period may 
not extend beyond the close of the half-year next after the half- 
year during which the works &¢. have been made or the plant 
provided. The payment of interest does not operate as a reduc- 
tion of the amount paid up on the shares in respect of which it is 
paid, and the accounts of the company must show the share 
eapital on which, and the rate at which, interest has been paid 
out of capital during the period to which the accounts relate. 
The payment will be charged to capital as part of the cost of 
the work, building, or plant. 

In the payment of dividends on the preference shares in the 
capital of the company there may also be a question whether 
such dividends are contingent on the profits of each year being 
sufficient, or whether the deficiency of one year can be made 
up out of the profits of future years. In the former case the 
dividends are called ‘‘ Non-cumulative,’’ in the latter ‘‘ Cumu- 
lative.’’ The Articles, however, will generally afford a decisive 
answer to this question. 

The principles upon which the accounts of a trading com- 
pany should be kept for the purpose of showing how dividends 
ought to be paid were stated by Mr. Justice Chitty in a reported 
ease.’ His lordship said, ‘‘ I have before me the defendant com- 
pany’s accounts up to December, 1890. They put down on the 
one side their liabilities, treating properly the £500,000 which 
has been subscribed by the shareholders as a liability, for the 
purpose of bringing it into account, as against the assets, which 
they have put down on the other side. Then on the same 
liability side they properly put their current liabilities and cer- 
tain other liabilities and the reserve fund, which the company, 
according to its constitution, is justified in making, and they 
add up the total amount of those liabilities. On the other side 
they put down their assets, and, for the purpose of giving 
information to the shareholders, they divide the assets into 
certain heads—‘ Cash at Bank,’ ‘ Bank Premises,’”? and 
‘ Managers’ Residences ’; and then they add up the total on that 
side. They put down therefore on the assets side the money 
value of their assets—some being in money itself, and some not. 
Then when the two sides of this account are compared there is 


1 Lubbock v. British Bank of South America, [1892] 2 Oh, 198. 
2 The company was a banking company 
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a surplus of £44,000 shown, which goes, according to _the 
accountants’ regular method of keeping accounts, to the liability 
side, and represents the balance of assets over liabilities. Now 
what is the result of keeping an account in this form? The 
capital of the bank is intact, and the account shows it, and after 
providing for the capital there remains a surplus which rightly 
goes to the profit and loss account. All that the company is 
required to do by force of The Companies Act, 1862, is to 
keep its capital intact, and not to pay dividends out of its own 
capital: in other words, to keep that capital for its creditors 
and any others who may be concerned therein. That mode of 
keeping the account is an excellent illustration of the right way 
to divide profit and loss. Taking the figures on this account, 
this sum of £44,000 is profit made, and profit available within 
the Act of 1862 for division among the shareholders, unless 
there is something in the Articles which would prevent the 
directors, and prevent the company, from dividing the sum 
which thus stands to their credit.”’ 

Dividend warrants bear a twopenny stamp, which may be 
either impressed or adhesive: in practice an impressed stamp 
is invariably used. 

Having regard to the fact that the letters or notices accom- 
panying the warrants for dividends and interest are frequently 
used as vouchers in the recovery of income tax, it may be a 
convenience to certain holders of share warrants, and may also 
be advisable for the company, to adopt the usual form of divi- 
dend warrant (see pages 242 and 2438, post). After providing 
the requisite number of forms for registered shareholders, 
further forms can be printed (with the omission of the date, 
which of course will vary) to be issued ag required for dividends 
represented by coupons. The serial numbers given may follow 
those on the ordinary dividend list. 

The particulars of coupons, with the names and addresses of 
the parties, should be given on a separate list, which may be 
attached to the list of dividends paid to registered shareholders. 
Such list may be made out in the form given on page 240. 

A condition is commonly made on the issue of share warrants 
to bearer that a company shall announce by public advertise- 
ment in a newspaper the declaration of any dividend which may 
be payable upon the shares referred to in the share warrant. 
This would be done somewhat in the terms shown opposite. 
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, LIMITED. 


NOTICE IS HEREBY GIvEN that a Dividend at the rate of Six per centum 
per annum has been declared on the Preference Shares of the above 
Company for the Half-year ending__________ , 193 , payable on and after 
the____instant. Holders of Share Warrants to Bearer must deposit their 
Coupons (No.____) at the Company’s Registered Office, and leave them 
three clear days for the purpose of examination. _ 

The Register of Transfers will be closed from the 
instant, both days inclusive. 


By Order of the Board, 


Street, London, E.C., Secretary. 


Coupons may, of course, be made payable at a bank, in which 
ease the bankers would be formally advised of the declaration 
of the dividend, and authorised to pay the coupons as presented ; 
but if it is considered more convenient to have the coupons 
presented at, the registered office a receipt should be given in the 
folowing form :— 


res cia ete AN asa Se Le 2s oe a a , LIMITED. 
Se AE Sar 2. ae Street, London, E.C. 
Coupons presented for payment on the________ CayeOL==. sees 5 US 
|B Any cen I pA pes ea oS ee 
5 ee Coupons No.______each for_____._...__Preference 
HATCS: (CD) 2a = co oye ee eee Le per coupon = £ 
echoes bar Coupons No.______each for____._._._.__Preference 
Sharese(@). 2 seen per coupon = £ 
pa arte fe Coupons No.______each for_____._______Ordinary 
ShAvesm (= = ee ee een per coupon — £ 
res Couponss No.2 cach worse =ees = Ordinary: 
Shares! @ s-seb ee eee ee per coupon — £& 
ALOE on oe Per me eke 
Less Income Tax : : 
Net Amount .. ie a Shuto wt ¢ 
in atin 
Cheque will be exchanged for this receipt on the... day 
‘a1 ee Sirol ak Rea aaa Soe reloom. 


Secretary. 
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A holder of shares or debentures in a company who desires 
that his dividends should be paid to some person other than 
himself should write a letter of authority (which requires no 
stamp) to the company to pay the dividends to the bank or to a 
person named in the letter. All such letters must be very care- 
fully preserved. 

The following are forms :— 


AutHority To Pay To A Bank. 
To the Directors of 
ee. Meee: CENT, , LIMITED. 
GENTLEMEN, . 

Be good enough to transmit to The________________ Bank, Limited 
[address], for credit of my account, all Cheques or Warrants for Dividends 
payable from time to time on all Stock and Shares of the above-named 
Company now or hereafter standing in my name—the receipt of the said 
Bank to be a full discharge for the same. This authority to remain in 
force until rescinded by me in writing. 


Yours faithfully, 
{Address and date.] 


AuTHORITY To Pay To AN INDIVIDUAL. 


{Address and date.] % 
ee ee ee , LIMITED. 
GENTLEMEN, 
Please pay 00.2 acecpn see snes stil all Dividends and Interest pay- 


able in respect of Shares and Stock standing in my name in the books of 
your Company until further notice—his receipt to be a full discharge to 


you for the same. 
Yours faithfully, 
[Address and date.] 


Notice Rescinpine AutHority To Pay DivipENpbs. 
To the Directors of 


ES Se ER EI: hee ey fe , LIMITED. 
GENTLEMEN, 
4 Bes daca: 5h 0 ps ee OL eee mee eS ee SN , hereby give you notice 
that I rescind, as from the________ daveot rs = 2:2. 53 , 193 , the direction 
given by me dated the________ day Oteewes — s , 193 , to pay the Divi- 


dends on my Shares and Stock in your Company to The__________________ 
Bank, Limited, and I request that all Dividends and Interest accruing on 
or payable in respect of the said Shares and Stock after the last-mentioned 
date may be transmitted to me at the address as below [or as the case 


Gr be]. 
[Address and date.] 


Yours faithfully, 
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[Inverrm] Drivipenp NotIcE AND WARRANT. 


Da le Ma ep ye ee , LIMITED. 
[Interim] Dividend for the [Half] Year ending—-—, 193 , 
payable————, 193 . 
NO wee aed Address. ..:=.2.2=1--. 2232 eee 
ANS ere Fee wl OSr. 
Deak Sir, 

A [An Interim] Dividend at the rate of_______- per centum per 
annum on) thels2=.ss-==s= Shares [or on the amount paid up on the 
Sa ee Shares] of the Company having been declared for the [half] 
Vearmend ode: ae eee ee 193 , aeWarrant is annexed for the amount 
to which you are entitled, as follows:— 

Dividend at______ per centum per annum on______ Shares 
of £22_. each fon, whieh £22___- per Share has 
been paid] Sc Se ayo 

Less Income Tax at eee in the dine oe ee 
Net amount of Dividend eee 


I hereby certify that Income Tax on the profits of the Company, of 
which profits this Dividend forms a portion, has been, or will be, duly 
paid to the proper Officer for the Receipt of Taxes. 


cL Oe ees ce ee ee ee ee Secretary. 


N.B.—This notice should be preserved as it will be accepted by the Inland Revenue Authorities in 
connection with any claim to allowance or relief from Income Taz. 
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T 
oof) Se eee ee LIMITED. . [yzpensy 
WarRRANT FoR DIVIDEND FoR [HALF] YEAR -ENDED________ 193 
Address 2/3 2a ee eee 
pauper ces RO Le Ee 193 
NiO eae 
TO DET Ry Bae cela ee seen fo os Sarees Bank, Limitep 
may ikoothe Order oR 5 a 
thesiGum “oR” fete seh gre 
For the above-named Company, 
3 Sk a ee. Directors. 
a hae Se Secretary. 


TRO ORS TSC OORT E spp 
ee «&> 


This Draft must be signed by the Payee, and presented within three 
months from date. 
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[IntERIM|] DiviwEND NoticE AND WARRANT. 


Lik 2-» SERRE Se ARES IL Fe ee , LIMITED. 
[Interim] Dividend for the [Half] Year ending——, 193 , 
' payable————,, 193 . 
VOT ee ee NCCT OSG ee eae tee, Se 
of PEO ee Sten ee , 198 
Dear Sir, 

A [An Interim] Dividend at the rate of________ per centum per 
annum, .(free of Income! Tax) on the -s 2) 2 = 2-2 Shares [or on the 
amount, paid, Up, on the sseee sss Shares] of the Company having been 
declared ‘for the [half]; year !endedii = += -___¥a5 2 193 , a Warrant is 
annexed for the amount to which you are entitled as follows:— 

Dividend at______ per centum per annum on______ Shares 
Of gee = each [on which £______ per Share has 
been paid] iss ate AS ae 
This Dividend is equivalent to a gross Sw EL 
amount of .. ie 8 
Less Income Tax at____inthe£.. £ 
Net amount of Dividend oes 


I hereby certify that Income Tax on the profits of the Company, of 
which profits this Dividend forms a portion, has been, or will be, duly 
paid to the proper Officer for the Receipt of Taxes. 


To Secretary. 


N.B.—T his notice should be preserved as it will be accepted by the Inland Revenue Authorities in connection 
with any claim to allowance or relief from Income Tax. 


VQOGGOVOGPGBGGLAPGGGCGGGGCVOGLCLGGLGOGOGGCLGOGHCOGOGOHGGGCOOGHGHOGE 
, LIMITED. —[?wopenny 


asa es oa a ae a ee ee Stamp.) 
WARRANT FOR DIVIDEND For [HALF] YEAR ENDED________ , 193 . 
A COUBeSS es a eer N LS eee 
Bes ih SEE Sete me Eel , 198 
EN Oye ee 
Om LH Rie ose Bank, Limivep. 
Paya tOmtnemOrders0L spe sewer marcct es LS MS ee ee 
SEE ISU Ope eh a ES op foe SS os Se eR , Se 
For the above-named Company, 
IE a | piretors 
g ee ae ee ey re eee | Pelt Secretary. 
ROYCE SHSIOMOVUIE: Ie eS oh aera eee 


This Draft must be signed by the Payee, and presented within three 
months from date. 
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On pages 242 and 243, ante, are specimens of dividend war- 
rants and of letters accompanying the warrants. It should be 
noted that warrants or cheques or other orders issued in payment 
of dividends or interest by a company must have annexed, or be 
accompanied by, a statement of the gross amount, the rate and 
amount of the income tax appropriate thereto, and the net 
amount paid (Finance Act, 1924, Section 33, Sub-section 1). 
A company which fails to comply with this requirement ineurs 
a penalty of £10 for each offence, but so that the aggregate 
amount of penalties in respect of any one distribution of 
dividends or interest shall not exceed £100 (Sub-section 2). 

Where dividends accrue during a period during which two 
rates of income tax are in force, tax is to be deducted at the 
standard rate for the year in which the amount payable becomes 
due (Finance Act, 1927, Section 39, Sub-section 1). 

The footnote requiring signature by the payee, and presenta- 
tion within three months, does not prevent the warrant from 
being a cheque. It is within the competence of the directors, 
under the general powers of management conferred by Clause 67 
of Table A, 1929, to resolve that dividends shall be paid by 
warrant, and sent by post (see also Clause 95). It is desirable 
that there should be a formal resolution to this effect, either of 
the Board, in pursuance of their powers, or of the general 
meeting which declares the dividend. If the warrant is lost in 
the post, the company can demand an indemnity before issuing 
another.” 

If a dividend warrant is mislaid, lost, or destroyed, the 
company, before issuing a fresh one, should obtain an indemnity 
against the risk of there being two warrants in existence. The 
following is a form (stamp sixpence, impressed or adhesive) :— 


To the Directors of 
Spee See So a es eee eee LIMITED. 


GENTLEMEN, 


The Warrant issued to me for the Dividend amounting to £ 
payable on the 


eae ale of_______..____, 193 , for the Half-year ended the 
Glee ie =a) 193 , in respect of____.___ Shares, numbered 
pea Aes to._.___, standing in my name in your books, having been lost [or 
as the case may be], in consideration of your issuing to me a fresh 
Warrant for the same Dividend T hereby undertake and agree with you and 
the Directors for the time being of the above-named Company to deliver 


1 Thairlwall v, Great Northern Railway, [1910] 2 K. B. 509. 
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up the original Warrant to the said Company if it shall at any time here- 
after be recovered, and in the meantime to indemnify and save harmless 
the said Company, and the Directors and Shareholders thereof, from all 
losses, charges, damages, and expenses which the said Company, or the 
Directors or Shareholders thereof, shall or may sustain or be put to by 
reason of your issuing the said new Warrant. 


If it is desired to supplement the above indemnity by a 
guarantee (either contained in the same letter or in an inde- 
pendent document) or by a statutory declaration, the form can 
easily be adapted from the forms given at pages 186 and 187, 
ante, for the case of lost certificates. 

When persons are registered as joint holders it is usual to 
send the dividend warrants to the person named first on the 
Register of Members. By Clause 94 of Table A, 1929, the receipt 
of any one of several joint holders is made an effectual discharge 
for the dividend. 

The letters authorising the company to pay dividends to 
persons other than the shareholder, of which specimens are given 
on page 241, ante, are exempt from stamp duty; but a power 
of attorney for the receipt of dividends or interest upon stock 
or shares requires a stamp of one shilling where made for the 
receipt of one payment only, and a stamp of five shillings in any 
other case (see Stamp Act, 1891, Schedule ‘‘ Letter of Attor- 
ney ’’). If, however, the letter of attorney for the receipt of 
dividends contains a power for the attorney to appoint another 
attorney for the same purpose, a stamp of ten shillings is 
required (see ‘‘ Summary or Duties on Various DocuMENTs,’’ 
page 342, post). 

The following is a form, with modifications, of a power of 
attorney to receive dividends :-— 


fede Corer e ae es , of _________-, hereby appoint 
to be my attorney for me and in my name or otherwise to receive the next 
Dividend [or all Dividends from time to time] payable on the Shares 
revistercd: im my mame ina ther books Ofeern. tes.) =) Sete , Limited 
fand L’authorise the saidi___-_/2=__~ to appoint an attorney or attorneys 
for the above purpose]. 


Signature 
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The stamp duty will vary according to the form adopted, as 
above pointed out. 

The dividends on shares, though payable at certain fixed 
times, accrue from day to day, and are legally subject to appor- 
tionment. But the practice is to pay the registered holder, 
leaving the parties to settle questions of apportionment 
among themselves. It would be impossible for the officials of a 
company to go into questions as to the rights of various persons 
to apportioned dividends. 

Under The Finance Act, 1922, Section 21, The Finance 
Act, 1927, Section 31, and The Finance Act, 1928, Section 18, 
where it appears to the Special Commissioners of Income Tax 
that a company of a private character (not merely a Private 
Company as defined by the Companies Act) has not within a 
reasonable time distributed a ‘‘ reasonable part of its actual 
income from all sources,’’ they may regard the ‘‘ said income ”’ 
as the income of the members and apportion it among them 
accordingly for the purpose of surtax. The surtax chargeable 
thereon is to be assessed on the shareholders in the name of the 
company, which, in default of payment by the shareholder, will 
be liable for the amount of the tax. 

In determining whether a company has not distributed a 
reasonable part of its income the commissioners may have regard 
to ‘‘ requirements necessary or advisable for the maintenance 
and development of the business,’’ and the sections referred to 
specify certain items that are to be regarded by the commis- 
sioners as ‘‘ income available for distribution.”’ 

The Finance Act, 1930 (Part III, Estate Duty), by Section 
34 provides that where there is transferred to a company to 
which Part III applies property in respect of which, if it had 
been in the disposition of the transferor at his death estate duty 
would have been payable, such property shall in eases which fall 
within that section be assessable for estate duty. By Section 35 
it is provided that where property in which a person had a life 
interest is transferred by that person and the person interested 
in the remainder or reversion to such a company as has been 
referred to that property is, subject to the exceptions made by 
Section 35, to be deemed for the purposes of estate duty to pass 
on the death of the person having the life interest therein in like 
manner as if his interest had continued until his death. 

Property deemed under Section 34 or 35 to pass on a death 
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is to be regarded as an estate by itself and is not to be 
aggregated with any other property. 

Under Section 37 where shares (not being preference shares) 
of a company to which Part III applies pass on the 
death of a person and the control of the company was in that 
person’s hands the value of the shares for the purposes of 
estate duty is to be ascertained by reference to the value of the 
total assets of the company after deducting the liabilities and 
not, as in other cases, by reference to the price which the shares 
would realise if sold in the open market at the time of the death. 

‘* A company to which Part III applies’’ is a company 
which is so constituted as not to be controlled by its share- 
holders or any class thereof, or which has not issued or which 
will not issue to the public more than half of the shares by 
the holders whereof it is controlled. 

A company is under the control of a person for the purposes 
of Section 37 if that person controls more than half the voting 
power of the company, or if he has by the Memorandum or 
Articles or otherwise the powers of a board of directors, or of a 
governing director, or the right to nominate a majority of the 
directors or to veto the appointment of a director, or powers 
of a like nature, or if he has otherwise the right to receive, or 
the power to dispose of, more than half of the income of the 
company. 

The provisions of Sections 34, 35, and 37 apply on the death 
of any person subject thereto after the commencement of the 
Act, except that where the property was transferred to the com- 
pany before the 1st August, 1918, the case does not fall yes 
Section 34 or 35. 
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Or all the duties which have to be discharged by secretaries of 
companies, perhaps that of examining transfers of shares is the 
most important. Registration of a forged transfer may expose 
the company to the risk of an action for damages; and inatten- 
tion to the formalities required by the Act, the Articles, and 
the general law may involve both the company and the secretary 
in trouble in a variety of ways. 

When instruments of transfer are presented at the com- 
pany’s office for registration, it will be the duty of the 
secretary to see that they are correctly signed by both 
transferor and transferee, witnessed, and properly stamped 
and that the particulars given in the instruments correspond 
with the accompanying certificates (or with the allotment 
letters if transfers be accepted before the issue of the certi- 
ficates), and that the transfers are consistent with the accounts 
of the transferors in the Register of Members. It will be seen 
at once that these duties demand, not only good business quali- 
fications, but also some knowledge of the requirements of Com- 
pany Law. 

Section 62 of the Act prescribes that shares in a com- 
pany are to be personal estate, capable of being transferred 
in the manner provided by the Articles; but Section 63 provides 
that notwithstanding anything in its Articles a company may 
only register a transfer of shares or debentures upon delivery 
to the company of a proper instrument of transfer, except where 
the company is required to register as holder of shares or de- 
bentures any person to whom the right to the shares or deben- 
tures has been transmitted by operation of law. The object of 
requiring a written transfer is to prevent oral transfers, and 
to secure the payment of stamp duty. 

The right of transfer conferred by the Statute, whether 
the company be a public or a private one, is absolute, though 
subject to be controlled by the Articles,! which usually deter- 
mine how transfers are to be effected, and in some eases place 
restrictions upon the absolute right of transfer. Such re- 


2 Coalport China Co., [1895] 2 Oh. 404; 


Discoverers’ Finance Corporation 2 
Gopal Varnish Oo.. in ve, [1917] 2 Ch. 349. : a as 
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strictions will always be found in the Articles of ‘‘ private ”’ 
companies. But they will not be readily construed as taking 
away the right of one member of a company to transfer his 
shares to another member of the company at any price which 
may be agreed upon between them.* 

Where the Articles give to the directors power to refuse 
to register a transfer, they must exercise the power by a 
resolution of the board. If, therefore, the directors are 
equally divided, and the chairman has no casting vote, so 
that no resolution can be passed, the transfer must be regis- 
tered.2. And where the directors have a discretion, they must 
exercise it, and not act upon undertakings or promises 
given to intending purchasers. If the directors refuse to 
register a transfer, notice of such refusal is required by 
Section 66 to be given to the transferee within two 
months of the date on which the transfer was lodged with the 
company. 

In the case of companies the Articles of which contain no re- 
striction on transfer, a shareholder may transfer his shares up to 
the last moment before liquidation. The directors cannot in 
such a case refuse registration, even though the transfer be made 
to a pauper, and for the express purpose of escaping liability 
in respect of partly paid shares. The transfer will none the 
less be good, if the transferor pays the transferee to take it, 
or agrees to indemnify him, so long as the intention is to transfer 
the beneficial interest in the shares absolutely to the transferee. 
If liquidation ensues within twelve months, there would not be 
much advantage in this maneuvre, as the transferor would be 
liable to be put on the B list of contributories (see ‘‘ WINDING 
Up,’’ page 350, post). 

The clauses as to transfer or transmission of shares con- 
tained in the Articles are usually full and explicit (see Table A, 
1929, Clauses 17 to 22), and must be carefully studied and 
attended to. As stated, the Act requires transfers to be in 
writing, and Articles sometimes require transfers to be made 
by deed. In practice, however, instruments of transfer are 
called ‘‘ deeds,’’ and usually have seals affixed, though in 


1 Delavenne v. Broadhurst, [1931] 1 Oh. 234. 

2 In re Hackney Pavilion, [1924] 1 Oh. 276, 3 Olark v. Workman, [1920] 1 Ir. R. 107. 

4 See Discoverers’ Finance Corporation, supra, in which the whole subject of the validity of transfers 
in order to escape liability is fully discussed. 
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strictness seals are only necessary in the case of deeds. A 
deed is a document sealed and delivered, with certain legal 
attributes (which cannot be discussed in this work) attached to 
it. It is important to notice that a transfer with a blank left for 
the transferee’s name is inoperative as a legal transfer if the 
Articles require transfers to be made by deed; but where it is 
only necessary that the transfers shall be ‘‘ in writing,’’ a trans- 
fer in blank may be effectual. The Articles usually contain a 
specimen form of transfer, give the directors power in certain 
circumstances to refuse to register transfers, and fix the fee to be 
paid on registration. If not stated in the Articles, the fee should 
be fixed by resolution of the board. The usual charge is two 
shillings and sixpence for each transfer. The Articles also in 
most cases direct that the transfer shall be executed by both 
transferor and transferee. Execution by the transferee as well 
as by the transferor is important, because the transferee then 
becomes bound by contract to take the shares. The power of the 
directors to refuse to register a transfer may be often exercised 
with advantage when the transferor is indebted to the company, 
or when there is a doubt whether the transferor or the transferee 
is liable to pay a call. 

When the instruments of transfer are presented for registra- 
tion they should be carefully examined to see that they are 
quite in order. Although in many companies where transfers 
are numerous the work of examination may be assigned to a 
special clerk (often called ‘‘ the registrar ’’), the secretary is 
usually expected by the directors to have examined personally 
each transfer before it is submitted to the board. By practice 
the secretary will soon acquire sufficient skill to see almost at a 
glance whether all the details respecting dates, amount of stamp, 
signatures of parties and witnesses, addresses and descriptions, 
and other matters are accurate. 

When transfers are executed abroad or in a British Colony 
the signatures should be attested by some person holding a 
public position, such as His Majesty’s consul or viee-consul, a 
magistrate, notary public, or British chaplain. 

The following is the form known as ‘‘ the Common Form of 
Transfer ’’ :-— 

Ih AN Bhs (oh 
paid to me by O. D., of ___-_______-______ (hereinafter called “the said 


1 OY Oy OF nnn mann nenenenn (hereinafter called “the said 
transferee”), do hereby bargain, sell, assign, and transfer to the said 
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transterbescn 4 ee eek HATES Olwees oe. ee Se each) £22525 4 paid up, 
numbered________ Oc tore ee inclusive, and in the undertaking called 
apse «Ee eas A See Sleree , Limited: To Hold unto the said transferee 
h____executors, administrators, and assigns, subject to the several con- 


ditions on which I held the same immediately before the execution hereof; 
and I the said transferee do hereby agree to accept and take the said 
Shares subject to the conditions aforesaid. 


As Witness our hands and seals this__________ dayiNotsen Sethe in 
the year of Our Lord one thousand nine hundred and____________ 

Signed, sealed, and delivered by the above-named__________________ in 
EROE DECSCACO TO Le So Mem sete et ten oe erate ee 

Signed, sealed, and delivered by the above-named__________________ in 


the presence of 


The above form shows that the instrument should be executed 
by both parties. If a transfer is presented in a form differing 
from that prescribed by the Articles the secretary should men- 
tion the matter to the directors, who may wish to consult the 
solicitor as to the effect of the divergence. Omissions from the 
transfer of matters which are usually stated—e.g. the identify- 
ing numbers of the shares or the address of the transferor—will 
not necessarily be such a departure from the ‘‘ common form ”’ 
of transfer as to entitle the directors to refuse registration.’ 

The transfer is personally presented by the transferee or his 
broker, together with the certificate; but if the transferee does 
not apply to be registered, the application to enter the transfer 
may be made by the transferor (Section 65). The company 
cannot be compelled to accept a transferee who is ‘a minor, 
lunatic, or bankrupt, and if the transferee be a married woman 
and the shares are not fully paid it is advisable to obtain satis- 
factory evidence that she has separate property. In most 
companies the directors have power to reject unsatisfactory 
transferees. 

The certificates representing the shares to be transferred are 
left at the company’s office, and all particulars respecting the 
distinctive numbers of shares &¢. should in every case be checked 
with the entries in the Register of Members. 

As a matter of business precaution it is advisable to give 
notice to a shareholder before registering a transfer, though 
such a notice is not obligatory on the company, and is not in 
itself a perfect safeguard against an action for damages. The 
notice may be in the following form, which is so drafted as to 
serve for several transfers :— 


“1 Re Letheby & Christopher, [1904] 1 Ch, 815. In this case the transferor had only one share. 
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, LIMITED. 


wes ee ee eee 


Dear Sir, ; 
I beg to inform you that the undermentioned Deed of Transfer 


purporting to be signed by you and transferring Shares of this Company 

now standing in your name has been lodged at this Office for registration. 
Unless I hear from you to the contrary by return of post, I shall assume 

that the matter is in order, and the Deed will be dealt with by the Directors 


in the usual way. 
aaa i Yours faithfully, 


In the case of joint holders a separate notice should be 
prepared and sent to each holder. 

It is usual to give a receipt to the person leaving a transfer 
for registration, on which should be stated the date at which the 
new certificate can be obtained (see ‘‘ TRaANsreR Receipt Booxr,”’ 
page 117, ante), and which can be given up in exchange for the 
new certificate. Such a receipt does not bind the company either 
to recognise the transferee’s title to the shares or to issue the 
corresponding certificate.* 

Transfers received within three days of a board meeting 
should not be brought forward at that meeting, but kept for a 
subsequent meeting, to enable the member, if he desires to do 
so, to communicate with the company, and also to give the clerk 
sufficient time to make the entries in the Transfer Register and to 
prepare certificates. With some companies, where transfers are 
numerous, it is the practice to deal with transfers at one meeting 
of the board or a committee of the board, and to sign and seal 
certificates in respect of such transfers at a subsequent meeting. 

Except where the conditions of issue of the shares otherwise 
provide, Section 67 requires every company, within two months 
after the date on which a transfer is lodged with the company, to 
have ready for delivery the share certificates thereof. 

Default in complying with this requirement renders the 
company and every director, manager, secretary, and other 


i Longman v. Bath Hlectric Tramways, [1905] 10h, 646, 
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ofticer knowingly a party thereto liable to a fine not exceeding 
five pounds a day whilst the default continues. 

A company so in default which, after having served upon 
it a notice requiring the default to be made good, fails to make 
good the default within ten days of the service of the notice, 
may on the application of the person entitled to the certificate 
be ordered by the Court to make good the default within a time 
specified in the order, and the Court may by the order provide 
that the company and any officer responsible for the default 
shall bear the costs of and incidental to the application. 

The provisions of the section do not apply to a transfer 
which the company is entitled to refuse to register and does 
refuse to register. 

Before the transfers are presented to the board the parti- 
culars may be entered on the back of the old certificate repre- 
senting the shares to be transferred, and these particulars 
initialled separately as the transfers are passed. For this pur- 
pose a ruling in the following form is sometimes printed at the 
back of share certificates :— 


| i | 

Dateof | No.of | Distinctive | Transfer By whom Director's 
Certification) Shares. | Numbers. Brenan re Number. left. Initials. 

| 


| | 
| 


The particulars can be filled in on this form in every case, 
even if the transfers are only ‘‘ certified,’’* the numbers of the 
transfers being inserted as soon as they are settled. The pres- 
ence or absence of the initials of a director would show whether 
any particular transfer had been accepted or not. 

It is the practice of some companies to enter the particulars 
of each transfer in the Transfer Register as soon as received, 
and to number accordingly; but it is better to number the 
transfers when arranging them for the directors. They may be 
arranged according to the sellers or the buyers—that is to say, 
all transfers executed by the same transferor may be put to- 
gether, or all those executed by the same transferee. There is 
an advantage in the latter plan, inasmuch as several lots of 
shares acquired by several transfers may be included in one 


1 See ‘‘ CHRTIFICATION OF TRANSFERS,”’ page 266, post, 
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certificate, but in this case it will be necessary to ascertain that 
all the transfers have been lodged by one person, and that he 
alone holds all the transfer receipts. 

On the other hand, if all the transfers executed by one trans- 
feror are placed together, the transferor’s certificate which has 
been surrendered to the company may be attached to the trans- 
fers, and the checking will thereby be made easier. Both plans 
facilitate the posting of the transfers into the Register, and are 
adopted by secretaries of experience. 

When the transfers have been completed the old certificates 
are cancelled and put away either in alphabetical or numerical 
order. The latter method may be recommended if a Transfer 
Register is used which records the numbers of certificates from 
which shares have been transferred and also of the new certifi- 
eates issued for those shares (see ‘‘ Register or TRANSFERS,”’ 
page 114, ante). The advantages of this method are that any 
certificate can be traced at once, and if the cancelled certificates 
are again attached to their counterfoils in the Certificate Book it 
will be easy at any time to make out a list of certificates which 
are in circulation and the number of shares they represent. 
This should, in fact, be done from time to time when balancing 
the Share Ledger, so that a secretary may satisfy himself that 
all is in order. When a certificate has been lost or destroyed, 
and a letter of indemnity has been acted upon, a slip of paper 
should be attached to the counterfoil of the missing certificate 
marked ‘‘ Certificate lost [or destroyed, as the case may be]. 
See Letter of Indemnity, No. .’’ The Letter of Indemnity 
will, of course, be preserved. 

The effect and importance of transfers will show the 
secretary the care which should be taken to ensure their 
preservation. Where space will permit, the most convenient 
plan will perhaps be to have them pasted in a guard book im- 
mediately after they are passed by the board, the page of the 
book corresponding with the number of the document. An 
alternative plan is to bind the transfers in batches of, say, 200 to 
300, with limp covers. The work of binding should be done in 
the company’s office, as in that case the transfers will not leave 
the possession of the company. 

All particulars which are required to be entered in the Register 
of Members should be copied direct from the instruments of 
transfer themselves, and not from the Register of Transfers. 
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A Register of Transfers may be entirely dispensed with if, 
in addition to the distinctive numbers, particulars are given on 
each transfer as to the numbers of the certificates surrendered 
and issued and the folios of the accounts in the Register of 
Members. 

An india-rubber stamp may be provided for these particulars 


and impressed on all transfers. The following form will 
serve :— 


IN Oey Tee Datel: passin Pie «ate put Ears eek oe 
Wertilicate:.Nos,, Old _ + oes See ay an News: te Se Se. 
Register Folio______ Wransferors]= 2-2 ==" Transferee 


Of course a transfer of shares or stock may be absolutely 
prevented by an injunction, receiver, charging order, or notice 
in lieu of Distringas. A notice may also be received from a 
private person not to register a transfer which is to all appear- 
ances quite in order. For instance, a notice may be received 
that the shares are mortgaged, or held in trust, or that the trans- 
feree has executed several transfers to different persons.’ In 
such cases the solicitor’s advice should be taken. Generally, it 
will be prudent to write to the person giving the notice that, 
unless an Order of the Court stopping the transfer be obtained 
within a stated number of days, the transfer will be proceeded 
with and registered in due course.” At the same time notice 
should also be given to the transferee. 

It should be mentioned that neither Section 101, which pro- 
vides that ‘‘ No notice of any trust, express, implied, or construc- 
tive, shall be entered on the register,’’ nor an article in common 
use, to the effect that ‘‘ no person shall be recognised by the 
company as holding any share upon trust ’’ &., enable a com- 
pany, after receiving notice that persons other than the holders 
are beneficially interested in the shares, to deal with those shares 
subsequently for its own benefit in disregard of such notice.’ 

When a female shareholder marries, evidence of the marriage 
is commonly required. The best evidence is the marriage certi- 
ficate, accompanied by a statutory declaration of identity, but 
in practice less formal evidence is often accepted. A marriage 
certificate when produced should be noted by the secretary. 


1 Bradford Banking Oo. v. Briggs, [1887] 12 App. Oa. 29. 
2 See Société Générale de Paris v. Walker, [1886] 11 App. Oa. 20. 
3 Mackereth v. Wigan Coal Oo., [1916] 2 Oh, 293, 
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The following is a form of request by a female shareholder 
who has married, and desires to be registered in her married 
name :— 


To the Secretary of 


2 ES ee Oe ee , LIMITED 
Sir, 

As a holder of—————————Shares in your Company, I beg tu 
inform you that I am now the Wife of._----. 21.22. 2-2-2 and ai 
request that the fact of my marriage may be duly noted, and that my 
address in the Company’s books may be altered to___________-__- 


Yours faithfully, 
Present: Name. 22:5 22 2 aut ew 22 ee eee 
BFormerg Namo: + 22-8. a ee ee ee 
[Address and date.] 


The following is a statutory declaration of identity (stamp 
two shillings and sixpence, impressed), which is sometimes 
required for greater security in support of the foregoing letter 
of request :— 


Statutory DECLARATION AS TO MARRIAGE. 
I, A. B., of [residence and description], do solemnly and sincerely 
declare as follows: that is to say— 
1. That C. D. named in the Certificate of Marriage hereto annexed 
[and marked with my initials] is the same person as C. D., spinster, as 
I know from having been acquainted with the said ©. D. and her 
Ha Tiihysert Ole eee years and upwards [and from having been 
present at the said marriage, which was solemnised on the________ day 
5 a Ee Sp te VhelOR ©, Bitte ae ee eee] 

2, That the said C. D. is the person who signed the Letter of 
Request dated the ________ ay OF 2: ae eg rey , 193 , addressed to 
thesSecretary of. =. aes). meee eee eae , Limited, and shown to 
me, and hereto annexed. 

3. I verily believe that the said C. D. is the holder of 
Shaneseyn sees see 3 lh Se Sea , Limited. 
And I make this solemn declaration, conscientiously believing the same to 
be true, and by virtue of The Statutory Declarations Act, 1835. 
Declared at 


One thousand nine hundred | 
and 


me ee ee em mee ee ee eee 


A Commissioner for Oaths, 
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Notification of change of name should be supported by pro- 
duction of a deed poll or of a copy of the Gazette’ containing 
an advertisement of the change. 

Transfers may be executed in pursuance of a power of 
attorney bearing a ten-shilling impressed stamp. The power 
of attorney should be looked at with care, in order to see that 
the execution of the transfer by the attorney is authorised, and 
the power of attorney itself should be exhibited and noted. It 
should be ascertained that the power has not been revoked, and if 
there is any doubt on the point the solicitor should be consulted. 
A fee of two shillings and sixpence is by the practice of most 
companies payable on the registration of a power of attorney. 

Transfers are stamped with an ad valorem stamp (impressed) 
on the consideration money, or, if the consideration consists of 
shares, on the value of the shares, calculated at the average 
market price on the day of the date of the instrument (Stamp 
Act, 1891, Section 55). Where there are sub-purchases the duty 
is payable upon the consideration for the sale by the original 
purchaser to the sub-purchaser (ibid., Section 58, Sub-section 4). 
An adhesive stamp may be used for transfers of shares in cost- 
book mines. 

The Stamp Act, 1891, Sections 114 and 115, contains provi- 
sions for the composition of stamp duties payable on transfers, 
which provisions are given under the head ‘‘ Stamps,’’ page 326, 
post. When these duties are compounded for it is advisable to 
have additional columns in the Transfer Register headed, ‘‘ Con- 
sideration ’’ and ‘‘ Stamp Duty ’’; or these particulars, as well 
as ‘‘ Transfer Fees,’’ may be entered in a separate book called 
the ‘‘ Transrers CasH Boox,’’ or ‘‘ Frres Boox ’’ (see page 117, 
ante). 

A secretary who registers an imperfectly stamped transfer 
is liable to a penalty of ten pounds (Stamp Act, 1891, 
Section 17). If a transfer is not properly stamped the directors 
may and ought to refuse to pass it; ‘‘ the transfer would be 
inadmissible as evidence, and the directors would have no 
justification for having taken one name off the Register and put 
‘another on it.’’? Registration of an inadequately stamped 
transfer does not bring about a legal transfer of the shares into 
the name of the transferee.’ If such a transfer, being apparently 


1 London or Edinburgh, as may be appropriate, 
2 Maynard v. Consolidated Kent Oollieries, [1903] 2 K. B. at page 130. 
3 Indo-China Steam Navigation Co., tn re, [1917] 2 Oh. 100, 


S.M.—9 
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properly stamped, is passed and the transferee is registered, 
subsequent payment of the proper duty and (if necessary ) 
penalty, will validate the registration, and objection cannot be 
taken to the transferee’s title.’ © 

In every case of a transfer for a nominal consideration it 
will be necessary for a secretary who is registering officer to be 
furnished with information as to the facts of the transaction. 
In cases where a transfer is made for a nominal consideration 
by way of security for a loan, or to mere nominees of the trans- 
feror where no beneficial interest passes, a certificate to that 
effect signed by both the transferor and the transferee should 
be required. In any case of doubt the applicants for registra- 
tion should be asked to have the amount of the stamp duty 
adjudicated. 

Under Section 74 of The Finance Act, 1910, transfers 
operating as voluntary dispositions inter vivos are chargeable 
with ad valorem duty on the value of the shares transferred at 
the date of the transfer (see Table IV, page 338, post), and are 
required to be adjudicated. The Board of Inland Revenue, 
however, offers no objection to such transfer being registered, if 
fully stamped, without being adjudicated. Tranfers for 
nominal considerations may be accepted by the Registering 
Officer if passed by the Deed-Marking Officer at Somersét House 
and an explanation of the transaction on the transfer is marked 
by such officer, ‘‘ Transfer passed for 10s.,’’? with his initials 
and office stamp. 

Transfers of shares &¢. to trustees of any settlement other 
than an antenuptial settlement must be adjudicated. 

Instruments of transfer are properly stamped with the fixed 
duty of 10s. when the transaction falls within one of the follow- 
ing descriptions :-— 


(a) Vesting the property in trustees on the appointment of 
a new trustee, or the retirement of a trustee. 


(b) A transfer, as for a nominal consideration, to a mere 
nominee of the transferor where no beneficial interest 
in the property passes. 


(c) A transfer by way of security for a loan; or a re- 


transfer to the original transferor on repayment of a 
loan. 


1 Indo-China Steam Navigation Oo., in re, [1917] 2 Oh. 100. 
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(d) A transfer to a residuary legatee of stock &c. which 
forms part of the residue divisible under a will. 


(e) A transfer to a beneficiary under a will of a spectfic 
legacy of stock &e. 


(f) A transfer of stock &c. being the property of a person 
dying intestate, to the party or parties entitled to it. 


By transmission, as distinguished from transfer, of shares is 
meant the passing of the title to shares from one person to 
another by act or operation of law. Thus, the right to deal with 
the shares of a deceased shareholder passes to his legal personal 
representatives; the right to a bankrupt’s shares passes to his 
trustee in bankruptcy. 

If a joint holder of shares dies leaving a survivor on the 
Register, a certificate of death and a statutory declaration as to 
death and identity are sufficient evidence; but where a sole 
holder dies, probate or letters of administration should be pro- 
duced. The following is a form of statutory declaration which 
may be found useful if very strict evidence is required :— 


Statutory DEcLARATION oF IDENTITY. (age 
impressed. ] 
I, A. B. [residence and description], do solemnly and sincerely declare as 


follows: that is to say— 


MAN Ol ns Ae , 193 , and is the same person as C. D. named in 
the Certificate of Death hereto annexed [and marked with my initials], 
as I know from having been well acquainted with the said ©. D. 


forays = years and upwards. 

2. That I verily believe that the said C. D. is registered in the 
DOORS Olesen > = Bee Fane , Limited, as the holder of____.___ 
Shares jointly with E. F., of________ rand CG. H.. Of ce. 


And I make this solemn declaration, conscientiously believing the same to 
be true, and by virtue of The Statutory Declarations Act, 1835. 


a ak a SSN Aa eae Fr heath sno mets pln Semon mn is ss wom Ge intp ses 0 


A Commissioner for Oaths. 
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The above will be sufficient in the case of a joint holder. 
Where the title of executors or administrators, as well as the 
death, has to be proved, paragraph 1 of the foregoing declaration 
will he as follows :— 


To Rhats sees eee Nelatesof oe shee , dicdwonyithe 2 22e = day 
Of eel an wy LOSsee anda thats ecm. ee OL ee ee and eee 
OLS eee ee. » Were appointed the Executors of hia Will, dates 
themses. diay.0f Seen are , 193 , which was duly proved by the 
saidees see ET OND a Se pete = ad Ongetien aaaere day oleae 1 SBS y- 
Or, 
Thatta sees ; labesOn sa Se. SCLC a Onun tle = ae nats ee day 
Lume areas 193 , intestate, and Letters of Administration to his estate 
and effects were granted to________ POL ae See eae Bean di teres rire 
Olas aera Ova WING. ase Gays Obese pales sc 


Probate is the proper evidence that a person is the executor, 
and letters of administration that a person is the administrator, 
of a deceased shareholder. To both the seal of the Court is 
attached. The probate is notice to the company of the names 
and addresses of persons who have been constituted the legal 
personal representatives of the deceased shareholder, but not of 
the contents of his will. A foreign document not bearing the 
seal of the English Court should not be acted on. Production 
to a company of any document which is by law sufficient 
evidence of probate, or letters of administration of the estate, 
or confirmation as executor having been granted to some person 
is, notwithstanding anything in the company’s Articles, to be 
accepted by the company as evidence of the grant (Section 69). 

The probate or letters of administration must be noted by the 
secretary, and a record made of the names of the executors or 
administrators in the Register of Members. The signatures of 
the executors or administrators should also be obtained for the 
purpose of comparison, if necessary, when the transfers or other 
documents are subsequently presented. 

' Executors or administrators may execute a transfer, by 
virtue of Section 64 of the Act, as if they were members of the 
company. If they wish to become proprietors of the shares in 
their own right, and not merely in their representative capacity, 
it is not necessary that a formal transfer should be executed. 


1 Grundy v, Briggs, [1910] 1 Oh. 444. 
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Production of evidence of transmission by operation of law, 
e.g. probate &c., entitles them to be registered with a clean title.’ 
When it is desired to take every possible precaution against 
the registration of a person not entitled to be registered, the 
executors may send a letter of request with a statutory declara- 
tion and the certificates, but in practice these formalities are 
not often observed. 

Where executors desire to be registered no reference to their 
representative capacity should, strictly speaking, be placed upon 
the Register. Their names should be entered upon the Register 
and appear on the certificate precisely as in the case of any 
other joint holders, and without any qualification. They are 
entitled to specify the order in which their names shall stand.’ 

In some eases the executors or administrators make an appli- 
cation for the registration of a particular person, enclosing a 
properly executed transfer. 

If there are two or more executors, and they are not all 
willing or able to join in the transfer, questions of some difficulty 
may arise. If there are several executors, they, in the eye of 
the law, are but as one person, and therefore most acts done by 
any one of them are considered as done by all. But a secretary 
must not suppose from this that he is justified in passing a 
transfer executed by only one of several executors. If the 
Articles require all the executors to join, they must all join 
before the transfer can be passed. If the Articles of Association 
do not contain such a provision, the circumstances should be 
inquired into, and the reason for all the executors not joining 
satisfactorily accounted for. If all the executors join in a 
transfer, and one of them subsequently and before registration 
of the transfer gives the company notice that he revokes his 
signature, the proper course is to give him notice that unless 
within a specified time he takes legal proceedings to prevent the 
company from proceeding to register the transfer, the transfer 
will, at the expiration of that time, be registered. Probate is 
not notice to the company of the contents of the will of the 
deceased shareholder, and it cannot be assumed that the transfer 
is a breach of trust.’ 


1 Hdwards v, Ransome and Rapier, [1930] W. N. 180. 
* Re T. H, Saunders & Oo., [1908] 1 Oh, 415. 
3 Grundy v. Briggs, [1910] 1 Ch, 444 
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The following are forms of a Letter of Request and Statutory 
Declaration :— 
Lerrer or Request TO BE REGISTERED BY EXECUTORS OR 


ADMINISTRATORS. 
GENTLEMEN, 

WejcA: ti; fst! es , and Os Ds tote ke ano sees , the 
Executors of the Will dated the________ day ote. seen LQoe OL tas ats, 
late Ota 2 ee eee , deceased, which Will was duly proved by us on 
these 2a daye.0L22-aeee , 193 [if Administrators, say the Adminis- 
trators of the estate and effects of E. F., late of &c. under or by virtue 
of Letters of Administration granted to us on the________ day.ots #aaes Z 
193 ], hereby request you to enter our names in the Register of Members 
Of So eee 8 St , Limited, in respect of__________ Shares, 
INOS:2 eee" tog » inclusive, aoe standing in the name of our testator 


[or the intestate]. 
Yours faithfully, 


Nother Directors Ot = ee ee ee ee , Limited. 
This is the Letter of Request referred to in the 

statutory declaration of______.___-__- 

made before me this_.__day of____, 193 . 


A Commissioner &c. 


StatuTory DECLARATION IN SUPPORT OF LETTER OF REQUEST BY 


Stamp 2s. 6d. 
ExrcutTors or ADMINISTRATORS. peek Mea 


PAL snot [residence and description], do solemnly and sincerely 
declare as follows: that i ‘ to say— 


de hatiC sD ores. eee andes Heh OLee. aoe , Were appointed 
the Executors of Ree Will dated ‘thes_<) dayzofe ay 193 , of 
G.eH SS latenofs-s— = = aes , deceased, who died on the________ day 
OLR Nis Sens , 193 , which said Will was duly proved by the said C. D. 
and HE wEsonsthereese es day? ofse tre. 295s 193 = 

2. That the said C. D. and E. F. are the persons who signed the 
Letter of Request hereto annexed, dated the________ Cay Ole Ree ee 
193 , and addressed to the Directors of_____..___________ Silaited. 

3. That I verily believe that the said G. H. was the registered 
holderiot sess Shares in the said Company. 


And I make this solemn declaration, conscientiously believing the same to 
be true, and by virtue of The Statutory Declarations Act, 1835. 
Declared at 


A Commissioner for Oaths, 
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In the case of administrators, paragraph 1 in the foregoing 
declaration will run— 
1. That Letters of Administration to the estate and effects 


Of te tpee re es Yea AS UERIGY (0) tik eae a ae te , deceased, who died on 
Gh el wen 2 dave. Of ye eee eras. , 193 , intestate, were granted 
Oe ee AE (i deal 88 aha cig Ena 0 lap it EOL ee eee > on 
PROS HCO ay Olan et eee , 193. 


A statutory declaration must be made by a disinterested 
person of known character and responsibility, must bear a 
half-crown impressed stamp, and be sworn before a justice or 
a commissioner to administer oaths. 

Where a statutory declaration is sworn abroad before any 
of His Majesty’s consuls or vice-consuls, judicial notice is taken 
of the consular seal; but if sworn abroad before any other 
person, there must be evidence that the person was authorised 
to administer an oath, and the signature of such person must be 
verified either by affidavit or by the certificate of a British 
diplomatic or consular agent. 

Until the executors or administrators have personally 
accepted or transferred the shares the estate of the deceased 
shareholder remains liable. 

It is the invariable practice before registering a legatee of 
shares to require a transfer from the executors. 

In the case of the bankruptcy of a shareholder the London 
Gazette must be referred to for evidence. The Bankruptcy Act, 
1914 (Section 48, Sub-section 3), confers upon the trustee in 
bankruptcy full power to transfer a bankrupt’s shares without 
being registered. The trustee in bankruptcy may also disclaim 
the bankrupt’s shares, unless, perhaps, they are fully paid and 
uninecumbered; in which case, however, the trustee would pro- 
bably not desire to disclaim them even if he could. The dis- 
claimer would not affect the rights or liabilities of any other 
person. For instance, if the shares were subject to an equitable 
charge in favour of a third person, the bankrupt’s name re- 
maining on the register, he will still be able to vote notwith- 
standing a disclaimer by the trustee, though he could only vote 
as directed by the mortgagee." The proper evidence of the 
appointment of the trustee is the certificate of the Board of 
Trade. In cases where no trustee has been appointed the 
Official Receiver acts as trustee. 

aie 4 Wise v. Lansdell, [1921] 1 Ch, 420, 


264 TRANSFER AND TRANSMISSION OF SHARES. 


If a shareholder becomes lunatic, the person appointed by 
the Court of Lunacy (generally the Committee) retains or 
transfers the shares as the Court directs. The evidence of the 
appointment will be the Order of the Court of Lunacy. 

When a shareholder has absconded or cannot be found the 
Court sometimes appoints a person to transfer the shares 
standing in the name of the shareholder. An office copy of the 
order appointing the person to transfer should be produced as 
evidence of such appointment. 

A forged transfer is no transfer, and gives the alleged 
transferee no rights, nor does such transferee acquire any rights 
by reason of the fact that the company has issued to him a 
certificate stating that he is the holder of the shares which the 
transfer purports to assign.’ But if a person has paid money 
or given valuable consideration for the shares, or entered into a 
contract for the sale of the shares, relying not upon the forged 
transfer but upon the certificate issued to him by the company, 
the company is liable to make good, by way of damages, any 
loss which such person has sustained.? The letter of advice to 
the person on the register recommended on page 251 to be sent 
when a transfer is lodged is no protection to the company if 
the transfer is a forged one.* 

If a company acts upon a forged transfer and places the 
supposed transferee on the Register in place of the person 
properly thereon it can be compelled to replace the true owner, 
restore his shares and pay him any dividends declared in the 
meantime. 

Provision is made by The Forged Transfers Acts, 1891 
and 1892, for preserving purchasers of stock from losses by 
forged transfers. By The Forged Transfers Act, 1891, when a 
company issues or has issued shares, stock, or securities trans- 
ferable by an instrument in writing, the company has power to 
make compensation by a cash payment out of its funds for any 
loss arising from a transfer of such shares, stock, or securities in 
pursuance of a forged transfer or of a transfer under a forged 
power of attorney. 


The company has power to provide a fund to meet claims for 


1 Simm »v, Anglo-American Telegraph Co., [1879] 5 Q. B. D. 188. 
2 Bahia and San Francisco Railway Co., [186 : je Di i 
Figesl 1 Gu. aie. y Oo., [1868] L. R., 3 Q. B. 584; Ottos Kopje Diamond Mines, 


3 Barton v, London and North-Western Railway Co., (1890) 24 Q. B. D, 
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compensation, for which purpose the company may borrow on 
the security of its property. After compensation has been made 
the company has the same rights and remedies against the 
persons liable for the loss as the person compensated would 
have had. 

Where the shares, stock, or securities of a company have, by 
amalgamation or otherwise, become the shares, stock, or securities 
of another company, the last-mentioned company has the same 
power under the Forged Transfers Acts as the original company 
would have had if it had continued. 


s.mM.—9* 
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CERTIFICATION OF TRANSFERS. 


CERTIFICATION of transfers is thus explained by Lord Justice 
Lindley in Bishop v. Z'he Balkis Consolidated Co. (1890, 
25 Q. B. D. 519) :—‘‘ The practice of giving ‘ Certifications ’ has 
arisen from the difficulty felt by members of the Stock Exchange 
in settling their accounts as buyers and sellers of shares where 
the seller’s certificate of title does not accompany his transfer. 
If the seller’s certificate includes more shares than he sells, he 
does not deliver it to the buyer with the transfer; but the seller 
produces his certificate and the transfer to an officer of the 
company, and he ‘ certificates’ the transfer, and buyers and 
their brokers act on the faith of this ‘ certification ’ just as they 
would if the certificate produced to the company had been 
produced to and lodged with themselves. No fee is paid 
for a certification. In every case the certification must be read 
in connection with the transfer on which it is put. The object 
of the certification is to enable the transferor to satisfy his 
transferee that he, the transferor, can make a good title to the 
shares mentioned in the transfer.’’ 

The secretary’s duty in making a certification is merely to see 
that the documents are in order: that is to say, to see that they 
are right on the face of them; if they are not, he should refuse 
to certify. It is the ordinary course of practice with most 
companies to grant a certification if the secretary is satisfied that 
the transferor either has, or is entitled to have issued to him, 
a certificate for the shares specified in the transfer. It would 
therefore be quite regular to certificate a transfer by an original 
allottee who is absolutely entitled to call for a certificate. 

If there were any doubt about the validity of the contract to 
take shares (see page 74, ante), a secretary should refuse to 
certify a transfer by a person to whom a certificate had not been 
issued. The secretary who gives a certification places on the 
transfer (either by means of a stamp or in writing )— 

Certificate fore. 252 Shares? 0205 a paid, has been lodged at the 
Company’s Office. 

Bee oe A! ee , Limited, 


A. B., Secretary. 


As has already been stated, certification is quite distinct 
from the issue of a certificate for shares. Certification is the 
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work of the secretary, who, as a rule, carries it out without 
consulting either the directors or the solicitor. The issue of a 
certificate under the seal of the company is necessarily an act 
more serious, requiring more consideration, and attended by 
more important consequences to the company than certification 
by the secretary. The former is the act of the company itself; 
the latter the act of a servant of the company. A transfer 
wrongly certified imposes no liability on the company.’ 

The balance certificate—that is, a certificate for the shares 
(if any) which have not been transferred, but which are included 
in the original certificate—should be handed only to the member 
himself, or to his broker or some other person duly authorised 
by the member. It is usually handed to the broker who lodges 
the certificates with the company in the first instance. 

It will be advisable for a secretary to cancel at once every 
certificate deposited with the company for the purposes of 
transfer. This ean be done by means of an india-rubber stamp 
or a perforating stamp having the word ‘‘ Cancelled ’’ in large 
letters. If the secretary, instead of cancelling, parts with the 
deposited certificates—e.g. by negligently sending them back to 
the transferor—the company would be liable to the transferee 
for any loss occasioned, but would incur no liability to a third 
person with whom the transferor might improperly pledge the 
certificates.’ 

After a certificate has been deposited at the company’s office, 
and the depositor is entitled to a new certificate for the balance 
of his shares, a balance ticket is in some cases given to the 
depositor, which is surrendered when the new certificate repre- 
senting the balance is issued. A form of Balance Ticket is 
given on the previous page. 

In the Report of a Sub-Committee of the Stock Exchange 
appointed to consider the need for amendment of the Rules 
governing Grants of Permission to Deal it has been recom- 
mended that transfers should come more under Stock Exchange 
control, and the Report states that arrangements are being made 
with a view to certification of quoted and unquoted stock and 
quoted and unquoted fully paid shares being ultimately under- 
taken by the share and loan department of the Stock Exchange.? 


1 George Whitesbaneh ¢ v. Gavanagh, [1902] App. te a ‘Ge leinwort, Sons & Co. 1, A if 
Automatic Machine Corporation, [193 4] 50 T. L. R, 244 (H f aloes 


2 Longman v. Bath Electric Tramways, [1905] 1 Oh. a 
3 See Appendix O, page 446. 
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ANNUAL RETURN. 


Unper Section 108 of the Act every company having a share 
capital must make, once at least in every year, a return con- 
taining a list of all persons who, on the fourteenth day after 
the first or only ordinary general meeting in the year, are 
members of the company, and of all persons who have ceased 
to be members since the date of the last return or (in the case 
of the first return) of the incorporation of the company. 
Such list must state the names, addreses, and occupations 
of all the past and present members therein mentioned, 
and the number of shares held by each of the existing 
members, specifying shares transferred since the date 
of the last return or (in the ease of a first return) of the 
incorporation of the company by persons who are still members 
and have ceased to be members respectively and the dates of 
registration of the transfers and, if the names therein are not 
arranged in alphabetical order, must have annexed to it an 
index sufficient to enable the name of any person in the list to 
be readily found. The registered office of the company must 
be given in the return, which must further contain a summary 
distinguishing between shares issued for cash and shares issued 
as fully or partly paid up otherwise than in cash, and must 
specify the following particulars :— 

(a) The amount of the share capital of the company, and 

the number of the shares into which it is divided ; 


(ob) The number of shares taken from the commencement of 
the company up to the date of the return; 

(c) The amount called up on each share; 

(d) The total amount of calls received ; 

(e) The total amount of calls unpaid; 


(f) The total amount of the sums (if any) paid by way of 
commission in respect of any shares or debentures; 

(g) Particulars of the discount allowed on the issue of any 
shares issued at a discount, or of so much of that 
discount as has not been written off at the date on 
which the return is made; 
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(h) The total amount of the sums (if any) allowed by way 
of discount in respect of any debentures since the 
date of the last return; 

(i) The total number of shares forfeited ; 

(k) The total amount of shares for which share warrants 
are outstanding at the date of the return; 

(1) The total amount of share warrants issued and surren- 
dered respectively since the date of the last return; 

(m) The number of shares comprised in each share 
warrant ; 

(n) All such particulars with respect to the persons who 
at the date of the return are the directors of the 
company as are by the Act required to be contained 
with respect to directors in the Register of the 
directors of a company; 

(o) The total amount of the indebtedness of the company 
in respect of all mortgages and charges which are 
required (or, in the case of a company registered 
in Scotland, which, if the company had been regis- 
tered in England, would be required) to be registered 
with the Registrar of Companies under this Act, or 
which would have been required so to be registered 
if created after Ist July, 1908 (see page 297, post). 


The particulars to be included under () are those required 
by Section 144, Sub-section 1 (a), to be recorded in the com- 
pany’s Register of Directors, which must contain in respect of 
each director or manager the following particulars, ¢.e. in the 
ease of an individual his present Christian name and surname, 
any former Christian name or surname, his usual residential 
address, his nationality, and, if that nationality is not the 
nationality of origin, his nationality of origin, and his business 
occupation (if any), or, if he has no business occupation but 
holds any other directorship or directorships, particulars of that 
directorship or of some one of those directorships. In the ease of 
a corporation being a director or manager the corporate name 
and registered or principal office are required. For the purpose 
of the requirements of the Act in respect of Annual Returns the 
expression ‘‘ director ’’ includes any person who occupies the 
position of a director by whatever name called and any 
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person in accordance with whose directions or instructions the 
directors of a company are accustomed to act (Section 110, 
Sub-section 5, and Section 380). A person is not, however, to be 
deemed to come within this definition by reason only that the 
directors act on advice given by him in a professional capacity 
(Section 380, Sub-section 2). ‘‘ Person ’’ in this section has 
the statutory meaning given to the word by Section 19 of The 
Interpretation Act, 1899, and therefore includes any body of 
persons, corporate or unincorporate. It is submitted that the 
‘‘ person ’’ aimed at is the individual, the collection of 
individuals, or the corporation from whom the directions or 
instructions really emanate, and not the agent or intermediary 
through whom they are conveyed, and this view is supported 
by paragraph (bd) of Sub-section 1 of Section 144 which requires 
the Register to contain in the case of a corporation its corporate 
name and registered or principal office. The important con- 
clusion follows that where one company is a director of another 
company, the directors of the director company are not directors 
of the directed company within the meaning of this section; 
although where default is made in complying with the require- 
ments of Section 145 as to publication of the name of a corpora- 
tion which is a director, every director, secretary, and officer 
of that corporation who is knowingly a party to the default is 
liable to a fine. 

It will be noticed that the section says are ‘‘ accustomed ’’ to 
act, not ‘‘ bound ”’ to act, the intention obviously being to cover 
those cases in which a person not technically invested with legal 
power is, nevertheless, in a position to, and does, give effective 
directions or instructions to the directors. A single direction if 
intended to be and in fact followed by the directors over a 
substantial period would probably be sufficient to bring the case 
within this section, e.g. instructions as to what class of goods 
were to be manufactured within the next, six months. 

Except in the case of a private company (or of an 
assurance company which has complied with The Assurance 
Companies Act, 1909, Section 7, Sub-section 4) every Annual 
Return must include a ‘‘ written ’’ copy (which includes printed 
or typewritten) of the last balance sheet audited by the com- 
pany’s auditors, including every document required by law to be 
annexed thereto, together with a copy of the auditors’ report 
thereon. The balance sheet and the auditors’ report must be 
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certified by a director or the manager or secretary to be a 
true copy, and if the balance sheet is in a foreign language 
there must be annexed a translation in English certified in the 
prescribed manner to be a correct translation (Section 110, 
Sub-section 3). ‘‘ Prescribed’? means as prescribed by the 
Board of Trade (Section 380, Sub-section 1). The Companies 
(Form) Order, 1929, sets out in paragraph 5 how translations 
must be certified. 

The balance sheet must contain, inter alia, a summary of the 
authorised and issued share capital of the company, its liabilities 
and assets, together with such particulars as are necessary to dis- 
close the general nature of the liabilities and assets, and to 
distinguish between the amounts respectively of the fixed and 
floating assets and must state how the values of the fixed assets 
are arrived at (Section 124, Sub-section 1). For a statement 
in detail of the requirements of the Act in regard to the balance 
sheet see under ‘‘ Forms or PusuisHep Accounts,”’ page 158. 

‘¢ Fixed assets ’? means the same thing as “‘ fixed capital ’’: 
i.e. property acquired and intended for retention and employ- 
ment with a view to profit, as distinguished from ‘‘ circulating 
eapital,’? meaning property acquired or produced with a view 
to sale or resale at a profit.’ 

The Annual Return must be contained in a separate part of 
the Register of Members, and be completed within twenty-eight 
days after the first or only general meeting in the year, and a 
copy, signed by a director or the manager or secretary of the 
company, impressed with a five-shilling fee stamp, forthwith be 
lodged with the Registrar of Companies. Default in complying 
with any of the foregoing requirements renders the company, 
and every officer of the company who is in default, liable to a 
penalty of five pounds for every day during which such default 
continues (Section 110, Sub-section 4). For the purpose of the 
foregoing provision the expression ‘‘ officer,’’ and for the pur- 
poses of the Act in regard to Annual Returns generally the 
expression ‘‘ director,’’ includes any person in accordance with 
whose directions or instructions the directors of a company are 
accustomed to act (Section 110, Sub-section 5). 

The fact that no general meeting has been held during the 


1This definition of fixed capital was put forward in Buckley on Companies, and was 
approved by the Divisional Court in Galloway v. Schill, Seebohm & Co., ({1912] 2K. B. 354). 
The same case decides that it is not sufficient to lump together different kinds of fixed assets 
which have been valued by different methods, giving one figure as the total value of the whole, 
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year will not exempt a director or manager who is party to the 
default (in not holding the meeting) from liability for failing 
to make and file the Annual Return.’ 

Every private company is required by Section 111 to include 
with its Annual Return a certificate signed by a director or the 
secretary that the company has not, since the date of the last 
Return, or, in the case of a first Return, since the date of the 
incorporation of the company, issued any invitation to the public 
to subscribe for any shares or debentures of the company; and, 
also where the list of members discloses the fact that the number 
of members of the company exceeds fifty, a certificate so signed 
that such excess consists wholly of persons who, under 
Section 26, are not to be included in reckoning the number of 
fifty (see page 11, ante). 

The form of the Annual Return is given in the Sixth 
Schedule to the Act. By Section 379 the Board of Trade has 
power to make alterations in the form. The form at present 
in use is given on pages 275 to 279, post, with specimen entries 
inserted by way of illustration. The indebtedness under mort- 
gage shown in Entry 20 on the first page agrees in the example 
with the balance sheet, but this will not necessarily always 
be so, as the amount shown on the first page should be the 
amount at the date at which the Return is made up. 

Under Section 109 every company not having a share capital 
must in every calendar year make a return stating the address 
of the registered office, particulars of the directors required to 
be contained in the Register of Directors, and particulars of the 
total indebtedness of the company in respect of mortgages and 
charges requiring registration under the Act. 

Every company incorporated outside Great Britain which 
has an established place of business within Great Britain must in 
every calendar year make out and lodge with the Registrar 
a balance sheet in such form and containing such particulars 
and including such documents as under the provisions of the 
Act it would, if it were a company within the Act, be required 
to make out and lay before the company in general meeting. 
If any such balance sheet is not written in the English language 
a certified translation must be annexed (Section 347). 

Entries in a dominion register of a company relating to 


1 Gibson v. Barton, [1875]L. R. 10 Q, B, 329; Park v. Lawton, [1911], 1 K. B. 588. 
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matters required to be included’ in the Annual Return must 
appear in the Annual Return made next after the receipt of the 
particulars at the Registered Office. 

A company registered pursuant to Section 18 (ve. an 
association not for profit) and holding a licence from the Board 
of Trade to dispense with the word ‘‘ Limited,’’ is required to 
lodge with the Registrar the prescribed particulars respecting its 
directors or managers and notice of any change therein and the 
Annual Return under Section 109 above referred to; but 
it is not required to make a return of names and addresses of 
its members. 

There are special provisions as to certain companies. Thus, 
every limited banking and insurance company, and every 
deposit, provident, or benefit society, before it commences busi- 
ness, and also on the first Monday in February and the first 
Tuesday in August in every year during which it carries on 
business, must make a statement in the Form set out in the 
Seventh Schedule to the Act; and a copy must be put up in a 
conspicuous place in the registered office of the company, and 
in every branch office or place where the business of the company 
is carried on. Every member and every creditor is entitled to 
a copy of the last-mentioned statement on payment of a sum 
not exceeding sixpence (Section 131). 

This document is not required to be lodged with the Registrar 
of Companies. Banking companies are, however, under an 
obligation to make returns, at the commencement of each year, 
to the Commissioners of Inland Revenue, of their shareholders 
and officers. By adding a statement of all their places of 
business to the Annual Return they will be relieved from 
this latter obligation (Revenue &c. Act, 1882, Section 11). 
And any life or other assurance company to which the provi- 
sions of The Assurance Companies Act, 1909, as to the annual 
account and balance sheets to be made and deposited with 
the Board of Trade by such companies, apply, and which com- 
plies with those provisions, is similarly relieved by Section 11 
from the above-mentioned obligations and may, by sending to 
the Registrar a copy of such accounts and balance sheet at the 
same time as they are so deposited, avoid the necessity of lodging 
a copy of the balance sheet under Section 110, Sub-section 3, of 
the Act (Assurance Companies Act, 1909, Section 7, 
Sub-section 4). 
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No. of Company Form No. 641 


[PUBLIC COMPANY] 
““THE COMPANIES ACT, 1929” 


A 
Companies 


FORM OF ANNUAL RETURN OF A Registration 


COMPANY HAVING A SHARE CAPITAL Fee Stamp 


As required by Part IV of The Companies Act, 1929 (Section 108). JTnust ee 
impresse' 


here. 


ANNUAL RETURN OF 
THE X. Y. Z. PRINTING AND PUBLISHING COMPANY, 


LIMITED, 


made up to the 8rd day of April, 193 
(Betng the Fourteenth Day after the date of the First or only Ordinary General Meeting in 193). 
The Address of the Registered Office of the Company is as follows:— 
92 Gutenberg Street, Wexville. 


SUMMARY OF SHARE CAPITAL AND SHARES 


50,000 6 % Redeemable ree Shares of *£1 


1. Nominal Share hat 3 £300,000, divided 100,000 8% Preference evan 


into* . . 
150,000 Ordinary 
2. Total Number of Shaws ces apt to the 3rd day of April) 40,000 6 % Redeemable Preference 
193 , being the date of the Return (which Number must (excl. 10, 000 redeemed), 
agree with the total shown in the list as held by existing { 60,000 54 % Preference. 


Members) 140, 000 Ordinary. 
3. Number of Shares issued subject to payment wholly in Cash 190, 000 (excl. 10,000 redeemed). 
4. Number of Shares issued as fully paid up otherwisethan in Cash . . 40,000 Ord’y. 
5. Number of Sharesissued as partly paid up to the extent of 10s. per Share otherwise | 10,000 54 % 
than in Cash . . f Preference. 
6.¢Number of 54 % Preference Shares (if any) issued at a discount A 4 - 50,000 
Hef NUDE OL rss c0cc es Shares (if any) issued at a discount 
8. Total amount of discount on the issue of Shares which has not been written off 
at the date of this Return 5 £250 0 0 
9.{There has been called up on each of 40, 000 Redeemable Preference. Shares 5 £1 0 0 
10.t es cs “ 50, 000 54 % Preference ae ; £0 8 0 
EET [ 100,000 Ordinary £017 0 


12. §Total “amount of Calls received, including Payments on Application and 

Allotment, but excluding £10,000 received on Preference Shares which have 

been redeemed - . £145,000 0 0 
13. Total Amount (if any) agreed to be considered as paid on 40, 000 Ordinary 

Shares which have been issued as fully paid up otherwise than in Cash > £40;000% 0 © 0 
14, Total Amount (if any) agreed to be considered as paid on 10,000 54 % Preference 

Shares which have been issued as Pay pes up to the extent of 10s. per 

Share otherwise than in Cash . 6 é 4 £5,000 0 0 
15, Total Amount of Calls unpaid . Nil. 
16. Total Amount of the sums (if any) paid by way of ‘Commission i in respect of any 

Shares or Debentures or allowed by way of Discount in respect of any 


Debentures since the date of the last Return . ‘ 3 ‘ . Nil. 
17. Total Number of Shares forfeited , 5 0 : - 5 . Nil. 
18. Total Amount paid (if any) on Shares forfeited Nil. 
19. Total Amount of Shares for which Share Warrants to Bearer are outstanding . £5,000 0 0 
20. Total Amount of Share Warrants to Bearer issued and surrendered { Issued - £10,000 0, 0 
respectively since the date of the last Return { Surrendered £5,000 0 0 


1. Number of Shares comprised in each Share Warrant to Bearer F Ten, 
2, Total Amount of the Indebtedness of the Company in respect of all Mortgages 
and Charges of the kind which are required (or, in the case of a Company 
registered in Scotland, which, if the Company had been registered in 
England, would be required) to be registered with the Jeeleaes of Companivs 
under The Companies Act, 1929 A “79,000 0 0 
Notp.—Banking Companies must ada a List of all thelr Blnoos of Businoesz. 
* Where there are Shares of different kinds or amounts (¢.g. Preference and Ordinary, or £1 and 
1s.), state the number and nominal values separately. 
+ If the Shares are of different kinds, state them separately. 
t Where various amounts have been called, or there are Shares of different kinds, state them 


separately. 
§ Include what has been received on forfeited as well as on existing Shares. 


The Return must be signed, at the End, by a Director or by the Manager or Secretary of the Company. 
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List of Persons holding Shares in Toe X, Y. Z. PRINTING AND 
193 , and of Persons who have held Shares therein at any time 
Return) of the incorporation of the Company, showing their 


N.B.—If the names in this list are not arranged in alphabetical order, an 
found must be 


NAMES, ADDRESSES, AND OCCUPATIONS. 
| 
| 
Folio in | 
Register _ ee 
Ledger Surname. ee Address | Occupation 
containing eee! 
Particulars. 
| 
Adams Laura | Myrtle Villa, Woodford, Somerset Spinster 
1 Allen Edward 16 Yore Street, Durham Solicitor 
| i) 
16 | Anderson | Hric George| 40 Smith Street, Norville | Colliery Owner 
3 Brown Charles 390 Great George Street, West- | Architect 
minster | 
5 Olark John Clarence House, Hythe, Kent Retired 
| Captain R.N 
9 | Parmer Henry John} The Rectory, Kemsford | Olerk in Holy 
| | Orders 
7 | Fraser | Thomas Hazeldene, Waterford | M.D. 
Gardiner Charles 15 White Street, Richmond | Farmer 
| 
| 
| 
} 


Carried | forward 
: 


* The Aggregate Number of Shares held, and not the Distinctive Numbers, must be stated, 
the Summary to have been taken up. : 


+ When the Shares are of different classes these columns may be subdivided so that the number 
into Stock the amount of the Stock held by each member must be shown. 


t The date of Registration of each Transfer should be given, as well as the Number of Shares 
and not opposite that of the Transieree, but the name of the Transferee may be inserted in the 
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PuBLISHING Company, Lirmirep, on the 3rd day of April, 
since the date of the last Return, or (in the case of the first 
Names and Addresses, and an Account of the Shares so held. 


index sufficient to enable the name of any person in the list to be readily 
annexed to this list. 


ACCOUNT OF SHARES. 
ee as : 
| Particulars of Shares {Particulars of Shares 
| transferred since the transferred since the 
| date of the last Return date of the last Return 
| or (in the case of the or (in the case of the first 
® Number of first Return) of the Return) of the incorpo- REMARKS, 
Shares held by | incorporation of the ration of the Company 
existing | Company by persons by persons who have 
Members at date | who are still Members. ceased to be Members. 
of Return.¢ | 
Date of Date of 
Number.t Registration Number.t Registration 
of Transfer. of Transfer. 
Ordi- | Pre- | Ordi- | Pre- Ordi- | Pre- 
nary. ference.| nary. | ference. nary. | ference. 
ie | | 
20 | 20 | | 
| 
30 — | 20 14th Noy., Transferred to 
| HOS Charles Gardiner. 
30 | 650 | | 
| | 
—-};- | 15 | 3rd Dec., | ‘Transferred to 
| | 193. | John Thompson. 
| | 
2 | 15 | 
| | | | | 
| | 
| | 
io 7 4e* = | | Deceased. Execu- 
| | | | tor, Thomas Wil- 
| | | | ' gon, of Waterford. 
| 
20 | 5 | | | 
| | | | | 
| | | 
20 25 | | | | 
ARTHUR WILLIAMS, 
| | Secretary, 
205 115 | 


and the column must be added up throughout, so as to make one total to agree with that stated in 
of each class held, or transferred, may be shown separately. Where any Shares have been converted 


transferred on each date. The particulars should be piaced opposite the name of the Transferor 
“ REMARKS ” column, immediately opposite the particulars of each Transfer. 
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FORM OF STATEMENT 
TO BE PUBLISHED .BY 


BANKING AND INSURANCE COMPANIES 
AND 


DEPOSIT, PROVIDENT, OR BENEFIT SOCIETIES 
(Section 131 and the Seventh Schedule). 


*The Share Capital of the Company is , divided into 
Shares of each, 
The number of Shares issued is 
Calls to the amount of ‘ Pounds per Share have been made, 
under which the sum of Pounds has been received. 
The Liabilities of the Company on the First day of January (or 
July) were— 
Debts owing to Sundry Persons by the Company— 
On Judgment, £ 
On Specialty, £ 
On Notes or Bills, £ 
On Simple Contracts, £ 
On Estimated Liabilities, £ 


The Assets of the Company on that day were— 
Government Securities [stating them] 
Bills of Exchange and Promissory Notes, £ 
Cash at the Bankers, £ 
Other Securities, £ 


COMPANIES INCORPORATED IN CHANNEL ISLANDS 
OR ISLE OF MAN. 

A company incorporated in either of the above-mentioned 
places which has established or establishes a place of business 
in England or Scotland is required to lodge the same documents 
(other than those required on incorporation) as a company 
registered in England or Scotland, and if it has places of 
business in both England and Scotland these requirements apply 
as if the company were registered both in England and Scotland 
(Section 353). 


* lf the Company has no Share Oapital the portion of the Statement relating to Capital and 
Shares must be omitted. 
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DEBENTURES AND MORTGAGES. 


THERE is no precise legal definition of the word ‘‘ Debenture ’’; 
but in the mercantile world it is usually understood to mean a 
security given by a company, under its seal, to secure the 
repayment of money borrowed, with interest in the meantime. 
For the purposes of the Companies Act the word ‘‘ Debenture ”’ 
includes debenture stock, bonds, and other securities of a 
company, whether constituting a charge on the assets of the 
company or not (Section 380). For a document to be a 
debenture it is not necessary that it should contain a charge, 
or be under seal, and it may be given by an individual. 
The primary characteristic of a debenture is that it contains an 
acknowledgment of indebtedness. What the company chooses 
to call the document does not matter, if in law it is a debenture. 
Thus a document described as an income stock certificate has 
been held to be a debenture, having regard to the terms under 
which it was issued. Debentures are most frequently issued 
in a series to a number of persons, but not necessarily so, since 
a single debenture may be issued to one person only. The 
money borrowed by a company on debentures is frequently 
spoken of as ‘‘ debenture capital ’’; but this term is inaccurate, 
as the money subscribed on an issue of debentures constitutes a 
debt. So-called ‘‘ debenture capital ’’ must not be confused with 
share capital, for what has been said (see pages 169 et seq., 
ante) regarding the increase and reduction of capital has no 
application whatever to the proceeds of an issue of debentures. 

The principal moneys subscribed on an issue of debentures cr 
debenture stock may be repayable on the happening of a certain 
event, on notice being given, or at the expiration of a fixed 
period of time—say ten or fifteen years, this latter arrangement 
being the most frequent. Sometimes a perpetual loan is raised 
by an issue of debentures or debenture stock, and this is only 
repayable in the event of the company going into liquidation. 
As the interest on such perpetual debentures or debenture stock 
in is effect payment of an annuity, authority therefor must be 
contained in the company’s Memorandum. _ 

Debenture stock is offered for subscription’in bulk, and the 
subscriber is invited to subscribe for such amount thereof as he 


1 Lemon v. Austin Friars Investment Trust [1926] 1 Ch. 1. 
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chooses. Instead of each lender having a separate bond or 
mortgage he has a certificate entitling him to a certain sum, 
being a portion of one large loan. Any amount may be sub- 
scribed for, subject to the terms of issue, which generally 
stipulate that subscriptions must be for even amounts, e.g. 
multiples of a pound. This sum may vary to any extent in the 
case of different debenture stockholders, one having a large and 
another a very small holding. The issue of debenture stock is 
therefore very convenient for such investors. The power of 
issuing debenture stock for varying amounts constitutes the 
chief advantage which debenture stock possesses over ordinary 
debentures from the point of view of the investing world. 
Debenture stock is secured by a trust deed made between the 
company and the trustees for the stockholders, which is stamped 
ad valorem as a mortgage. This trust deed contains the con- 
ditions upon which the stock is issued, and is the title deed of 
the debenture stockholders. 

Debenture stock is usually made payable to the registered 
holder for the time being of the stock, though it may be payable 
to bearer. The holder should have a certificate issued to him 
upon which the conditions specified in the trust deed are 
endorsed. Debenture stock is transferable in the manner stated 
in the conditions, which generally provide that no transfer 
will be registered unless the certificate is produced to the 
company, accompanied with such evidence of title and identity 
as the company may require, and a fee of two shillings and 
sixpence paid. 

An application form for debentures or debenture stock of 
a company which is offered to the public for subscription, 
whether on the formation of the company or subsequently, may 
only be issued with a prospectus which complies with the re- 
quirements of Section 35 and the Fourth Schedule to the Act; 
but these requirements do not apply in the case of a form of 
application issued in connection with a bona fide invitation to 
a person to enter into an underwriting agreement, or in relation 
to debentures not offered to the public for subscription, nor do 
they apply in the case of the issue of a prospectus or form of 
application to ae member or debenture holder, whether 
the applicant will or will not have a right to renounce in favour 
of other persons. 

In some cases the deposit on application for the debentures 
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or stock is not paid until after allotment. If so, the words 
‘* Having paid to your Bankers, The-——————Bank, Limited, 
the sum of £—————,”’ will be omitted from the letter of 
application, and the form when filled up will be sent to the 
secretary instead of to the bankers. Of course the reference to 
the guarantee of the debentures will be omitted if inappropriate. 

A company must have the debentures or the certificates of 
debenture stock ready for delivery within two months after the 
allotment of any of its debentures or stock, or after any transfer 
thereof is lodged with the company for registration, unless 
the conditions of issue otherwise provide. The expression 
‘* transfer ’’ for the purpose of this provision means a transfer 
duly stamped and otherwise valid, and does not include a 
transfer which the company is entitled to refuse to register and 
does not register. If default is made in complying with this 
obligation the company, and every director, manager, secretary, 
or other officer who is knowingly a party to the default is liable 
to a fine in respect of every day during which the default con- 
tinues. A person entitled to have the debenture or debenture 
stock certificate delivered to him may in ease of default serve a 
notice on the company requiring the company to make good the 
default, and if the company fails within ten days to make good 
the default the Court may, on the application of the person 
entitled to the debenture or certificate, make an order directing 
the company to make good the default within a time specified 
by the Court, and order the costs of the application to be 
borne by the company or by any officer responsible for the 
default (Section 67). 

Unlike shares, debentures and debenture stock may, without 
an application for the consent of the Court, be issued at a 
discount. 

Debentures may not be allotted by a company which does not 
issue a prospectus on or with reference to its formation, or 
which has issued a prospectus but has not proceeded to allot 
any of the shares offered, unless three days before the allotment 
of either shares or debentures a statement in lieu of prospectus 
has been lodged with the Registrar (Section 40). This does not 
apply to a private company. 

A form of application for debentures will be found on the 
following page. 

Ordinary debentures may be regarded from two points of 
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—Bank, Limited 


This form to be filled up and returned entire to the Bankers of the Company, The 


together with the sum payable on application. 


DEBENTURES AND MORTGAGES. 


eww ww ewe we ewe oer eee = 


ICSUEN0 peer e seers FIRST MORTGAGE DEBENTURES OF £.-_-----_-~- EACH. 
To the Directors of 
DY Meee a Sees as Se ee , LIMITED. 
GENTLEMEN, 

Having paid to your Bankers, THE___________. Bank, 
Limirep, the sum of £________ , I request you to allot to me________ 
First Mortgage Debentures of the above issue on the terms of your 
Prospectus dated the________ day Olean ae , 193 , and I agree 


to accept the same or any less number you may allot me, subject 
to the conditions of the Form of Debenture annexed to such Pros- 
pectus, and to pay the further instalments on the said Debentures 
as they become due [or I desire to pay in full on allotment all 
Debentures which may be allotted to me}. 

I desire the Debentures allotted to me to be guaranteed on the 
terms of the Prospectus. 

Yours faithfully, 


Usual Signatitye: = 5 ee ee ee 
é § 
Name! te ifull ces Tose a yee Sex 
Bed 
Wddress tn PUL Deen SI. | ee 
es 
ETOSESSiON OF. BUSINESS. a as eae eee } Ge 


N.B.—The above is to be retained by the Bankers and transmitted by them to 
the Company. 


DBOLVQVGPBOOGPGOHOGGGCPGGGHGOBGOHOGPGBGOHGGOOGGHGGHGGBHOGOGOE 


eer Ree OR Seae 8 , LIMITED. 


BANKERS’ RECEIPT. 
(Vo be retained by the Applicant.) 


Bitte, Seno AM ; 193 
IN ecethie Ne /): mee: eee On ACCOUNT Ope eee ee ; 
LIMITED, the sum of £________ , betng a deposit of £.___ = per 
Debenture on_—____ Debentures applied for in the above Company. 
Hoe UAE sai ae ae Bank, Limirep, 
Cashier, 
& : 
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view—first, as regards their negotiability or non-negotiability ; 
secondly, as regards the nature of the charge they create upon 
the company’s property. 

By a negotiable instrument is meant one which passes from 
hand to hand by delivery, and gives a complete title quite 
irrespective of any question between the person or company 
creating the charge and any prior holder. A bank note is a 
familiar instance of a negotiable instrument. A debenture to 
bearer so framed as to have the essential attributes of a nego- 
tiable instrument passes by mere delivery, and when presented 
at the company’s office no question can be raised as to how the 
holder came by it. On the other hand, a debenture payable to 
the registered holder for the time being is a non-negotiable 
instrument, and the company will not be justified in paying to 
anyone except the registered holder or some person authorised 
by him. 

Secondly, the debenture holder may have a specific mortgage 
of the company’s property, or some part thereof, enforceable by 
sale or foreclosure like an ordinary mortgage; or he may have 
what is known as a “‘ floating security,’’ which leaves the com- 
pany free to deal with its property as it pleases until default 
has been made in the payment of principal or interest, or until 
the winding up of the company. 

A floating security is an equitable charge on the assets for 
the time being of a going concern, which attaches to the property 
charged in the varying condition in which it happens to be from 
time to time. The charge remains dormant until the under- 
taking charged ceases to be a going concern, or until the person 
in whose favour the charge is vested intervenes. Of course the 
right to intervene may be suspended by agreement, but this 
depends upon the wording of the instrument.’ 

In Illingworth v. Houldsworth (1904, App. Ca. at p. 358) the 
following comparison was made by Lord Macnaghten between 
a specific and a floating charge: ‘‘ A specific charge, I think, is 
one that, without more, fastens on ascertained and definite 
property, or property capable of being ascertained and defined; 
a floating charge, on the other hand, is ambulatory and shifting 
in its nature, hovering over and, so to speak, floating with the 
property which it is intended to affect, until some event occurs or 


1 Government Stock Investment Co. v. Manila Railway Oo., [1897] App. Ca. 81: Evang 
yp. Rival Granite Quarries, [1910] 2 K. B. 979. 
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some act is done which causes it to settle and fasten on the 
subject of the charge within its reach and grasp.’’* 

A floating security is enforced by the appointment of a 
receiver, which appointment may be made on an application to 
the Court or by an exercise of the powers given under the 
debentures; but until the winding up of the company, or the 
appointment of a receiver, the company may, in the ordinary 
course of its business, make specific charges on the property 
comprised in a floating security, which take priority over the 
floating security. (This is a difficult branch of the law, and 
legal advice will usually be desirable. ) 

Where a company is being wound up, a floating charge on 
the undertaking or property of the company created within six 
months of the commencement of the-winding up will, unless it is 
proved that the company immediately after the creation of the 
charge was solvent, be invalid, except to the amount of any cash 
paid to the company at the time of or subsequently to the 
creation of, and in consideration for, the charge, together with 
interest on that amount at the rate of five per centum per 
annum (Section 266). A payment made on account, in antici- 
pation of the creation of the charge and in reliance on a promise 
to execute it, although made some days before its execution, is 
made at the time of its creation within the meaning of this 
section.” 

A debenture may be framed as a promissory note containing 
simply a promise to pay, and in that case must be stamped as 
a promissory note according to Table V, page 339, post. 

Debentures are almost invariably issued under seal. Unless, 
however, the Articles otherwise provide, a mortgage debenture 
does not require a seal, and, if unsealed, is a valid equitable 
charge. And even if the Articles do require debentures to be 
sealed, an unsealed debenture is good as an agreement to give a 
debenture.* 

Debentures specifically charging the company’s property are 
sometimes secured by a mortgage to trustees for the debenture 
holders, the mortgage being contained in a separate deed called 
a trust or covering deed. 

If several companies issue joint debentures to secure a fund 


1 See also National Provincial Bank v. United Blectric Theatres, [1916] 1 Ch. 132. 
2 Columbian Fireproofing Co., in re, [1910] 1 Ch. 758; Stanton, (No. 2), in re, [1929] 1 Ch. 180 
3 Fireproof Doors, in res [1916] 2 Oh. 142. 
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advanced for their mutual benefit, a valid charge will be created 
on the assets of each company to the extent to which the fund 
has been applied to the purposes of that company.* 

The necessity for keeping a Register of Charges is discussed 
under the heading ‘‘ Booxs,’’ page 100, ante (see also 
Section 88). Particulars of all mortgage debentures will 
appear in that Register. If there is a mortgage to trustees 
to secure the debentures it is only necessary to register the trust 
deed. If there is no trust deed it is necessary to register every 
individual debenture containing a charge on the company’s 
property. Floating charges on the undertaking or property of 
a company must be recorded in the Register. The Register is 
open without charge to the inspection of members and creditors, 
and their solicitors or agents,’ at all reasonable times, and to 
any other person on payment of such fee, not exceeding one 
shilling for each inspection, as may be fixed by the regulations 
of the company. As to the obligation of a company under 
Section 89 to keep at its registered office a copy of every 
instrument creating any charge which requires registration see 
page 309, post, and as to inspection thereof, page 165, ante. 

If any director, manager, or other officer of a company know- 
ingly and wilfully authorises or permits the omission of any 
required entry in the Register he is liable to a penalty, and 
liability to a penalty is likewise incurred if inspection of the 
Register or of copies of instruments required to be kept is 
refused (Sections 88 and 89). If such refusal occurs in relation 
to a company registered in England the Court may by order 
compel an immediate inspection (Section 89, Sub-section 3). 

Subject to certain exceptions specified in the section, a 
public company having a share capital may not under Section 94 
exercise any borrowing powers until it is entitled to commence 
business. If such a company does exercise borrowing powers 
in contravention of that section every person who is responsible 
for the contravention will, without prejudice to any other 
liability, be liable to a fine not exceeding fifty pounds for every 
day during which the contravention continues. 

Directors may not borrow beyond the limit allowed by the 
Articles. If the limit named in the Articles is for the ‘‘ amount 
secured ’’ the premium (if any) at which debentures have to 


1 Re Johnston Foreign Patents Co., [1904 2 Ch. 234. 
2 Credit Co., [1879] 11 Oh D. 256. 
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be redcemed must be included with the principal sums’; but if 
the Articles provide that the ‘‘ amount borrowed ”’ shall not 
exceed a certain sum the premium apparently need not be 
included. ; ) 

Where a company has general borrowing powers a lender is 
not bound to inquire into the purposes for which the money 1s 
intended to be applied, and a misapplication of it by the 
company will not invalidate his security, provided that the 
lender is not at the time of the loan aware of the intended mis- 
application.’ 

The interest is usually paid by means of coupons payable to 
bearer, and is not necessarily, like dividends on shares, only 
payable out of profits. The following is a form of Notice of 
Payment of Coupon by Advertisement :— 


Sa eR ET ee ee tee ee , LIMITED. 
Five PER CENT. DEBENTURES. 


NoTicE Is HEREBY GIVEN that Coupon No 


Debentures issued by this Company will be paid on and after______ day, 
HO day. offee. saaees ALO Sorat ss Wel peer «egies SNE BANK, 
iT MATT Dee eee ee Street, E.C., the Bankers of the Company. 


Coupons must be left three clear days previously at the above-named 
Bank for examination. 
By Order, 


a ee Street, London, E.C., Secretary. 


Coupons and warrants for interest attached to and issued 
with debentures are exempt from stamp duty.* The interest 
payable on coupons to debentures, though payable half-yearly, 
accrues from day to day, and is therefore legally subject to 
apportionment. But it is no part of the duty of a secretary of a 
company to go into questions of apportionment, which are 
questions for lawyers exclusively. When a transfer takes place 
between the dates when interest is payable there may be claims 
made both by the transferor and the transferee to the current 
interest. To ascertain to whom the interest is payable in such a 
case, the form of transfer should be looked at in order to deter- 
mine the rights of the parties to the interest. In some forms of 


1 Rowell & Son v. Commissioners of Inland Revenue, [1897] 2 Q. B. 194 
2 Re David Payne & Oo., [1904] 2 Oh. 608. 
* Stamp Act, 1891, Schedule, “ Bill of Exchange,” Exemptions. 
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transfer the conditions are ‘‘ all interest henceforth to become 
due thereon.’’ If the form is so worded, interest prior to the 
date of the transfer clearly belongs to the transferor; after that 
date to the transferee. If the conditions are “‘ all interest 
thereon,’’ or ‘‘ all interest due and to become due,’’ the trans- 
feree clearly has the right to interest, whether due at the date 
of the transfer or falling due afterwards. 
The following are the different kinds of debentures, con- 
sidered with regard to their negotiability :— 
(A) Debentures to Bearer—These are generally negotiable instruments 
passing by delivery. Owing to the heavy stamp duty (see page 
338, post), debentures to bearer are frequently regarded with dis- 
favour. Where debentures to bearer are secured by mortgage, 


the charge is generally contained in the debentures themselves. 

Sometimes debentures to bearer are made capable of registration. 

Registered Debentures, or Debentures payable to Registered 

Holder.—These are non-negotiable securities, and are stamped 

ad valorem according to Table III, page 337, post. 

(c) Registered Debentures, with Coupons payable to Bearer.—These 
debentures are non-negotiable, though the coupons may be payable 
to bearer, and therefore negotiable. The principal sums are only 
payable to the registered holders. The stamp duty is as in (B). 


(B 


we 


Perpetual (often called in popular language ‘‘ irredeem- 
able ’’) debentures are sometimes issued. No date for repay- 
ment is fixed, and the principal is made repayable as and when 
provided by the conditions endorsed on the debenture. A 
perpetual debenture and coupon may be made payable either 
to registered holder or to bearer. In early editions of this 
work doubts were expressed as to whether an ordinary company, 
not empowered by special Act of Parliament, could validly 
issue a perpetual debenture secured by a specific mortgage or 
charge. But by Section 74 (which reproduces Section 103 of 
the Act of 1908) it is expressly provided that debentures, 
whether issued or executed before or after the commencement 
of this Act, are not invalid by reason only that they are made 
irredeemable, or redeemable only on the happening of a con- 
tingency, however remote, or on the expiration of a period, 
however long, any rule of equity to the contrary notwith- 
standing. 

Some companies give bonds not secured by a charge. The 
interest is made payable by means of coupons as in the case of 
ordinary debentures, and the endorsed conditions are the same 


s.M.—10 
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as those of debentures to bearer with the omission of the 
conditions relating to the security. 

Terminable debentures are sometimes issued for such periods 
as may be arranged, at varying rates of interest. 

Books required by the Companies Act or by the Articles to 
be kept at the registered office cannot be mortgaged. Such 
books, therefore, as the Register of Members, the Minute Books 
of Board and General Meetings, and the Register of Charges 
cannot be affected by any charge created by the company. 
With these exceptions, a company may, under the present law, 
mortgage or charge all its property, real or personal, present 
or future, including its uncalled capital. 

A trust or covering deed:for securing the payment of deben- 
tures is not regarded as a collateral security for the purposes of 
stamp duty, and if the debentures are duly stamped the trust 
deed will only require a deed stamp (see page 349, post). If 
bonds or debentures terminating at a fixed date are renewed 
by endorsement during the currency of the security, the 
endorsement if under hand only is liable to the duty of sixpence, 
or if under seal to duty at the rate of sixpence for every £100 
(with a maximum of ten shillings). If, however, the endorse- 
ment is made after maturity it is charged as a new security. 

A debenture (other than a debenture to bearer) may only 
be transferred by instrument in writing under the hand of the 
holder or his legal representative, except that a company may 
register as the holder of a debenture any person to whom the 
right to the debenture has been transmitted by operation of 
law (Section 63). The transfer is delivered at the office of the 
company with a fee of two shillings and sixpence in most cases, 
and, if required, evidence of identity by statutory declaration or 
otherwise. The debenture (or in the case of debenture stock, the 
stock certificate) must be ready for delivery within two months 
after the date on which the transfer is lodged with the company, 
except where the transfer is one which the company is entitled 
to refuse to register and does so refuse. Default renders the 
company and every director, manager, secretary, or other officer 
knowingly a party to the default liable to a penalty. Further, 
if a company which igs in default fails, after having had a 
notice served upon it, to make good the default within ten days 
after service of the notice the Court may order the debenture 
(or stock certificate) to be delivered within a specified time and 
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direct that the costs of the application be borne by the company 
or any officer responsible for the default (Section 67). 

As to when the Register of Debenture Holders may be closed 
see page 102, ante. 

On the death, bankruptcy, or lunacy of the holder of a 
debenture to bearer no difficulty arises as to the transmission 
of the debenture holder’s interest ; but on the death, bankruptcy, 
or lunacy of the holder of a registered debenture it may become 
necessary to procure proper evidence of the rights of the persons 
claiming to be entitled. What has been said (page 259, ante) 
respecting the transmission of shares will be applicable, mutatis 
mutandis, to the ease of debentures. The conditions should 
contain provisions to meet the case of joint holders &e. 

The following is a specimen form of transfer :— 


I [if by endorsement, the within-named]____________ 5 OLseae eal SRE 5 
in consideration of the sum of £______ paid to me by________ hOLoeaae Ata ; 
do hereby transfer to the said__________ a certain Debenture [if by 
endorsement, the within-written Debenture], numbered________ and dated 
tho. dayrotoe see pL Ome ROT Cw LSSILC Cn Dyer ees eee nes , LIMITED, 


and all principal moneys and interest secured by the said Debenture, and 
the full benefit thereof, subject to the conditions on which I hold the same; 
and siethe saiding 65 2127 oe Pee hereby agree to take the said Debenture 
subject to the same conditions. 

As WiTNeEss &e. 


Attention must be given to the provisions of the Forged 
Transfers Acts (see page 264, ante), as a company registering 
a person claiming under a forged transfer may find itself in 
difficulties. If a company registers a person so claiming and 
issues to him a certificate of title, it arms him with the power 
of holding himself out as the true owner, and therefore a bona 
fide buyer from him may maintain an action for damages against 
the company for the implied representation it makes to all the 
world in having registered the seller as owner and issued the 
certificate vouching the ownership. 

Transfers on sale of debentures which are marketable 
securities must be properly stamped with ad valorem stamps 
calculated according to Table IV, page 338, post. 

When it is desired to raise money by means of debentures 
a prospectus or circular may be issued with full particulars 
of the loan, and a form of application will accompany the 
prospectus or circular. But such a form of application may 
not be issued except with a prospectus which complies with the 
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requirements of Section 35. This prohibition does not 
apply to an application form issued in connection with a 
bona fide invitation to enter into an underwriting agree- 
ment or in relation to debentures not offered to the public. 
On receipt of the form of application a letter of allotment (if 
the debentures are allotted) bearing an impressed stamp accord- 
ing to the amount allotted will be sent to the applicant. What 
has been already said respecting forms of application for and 
letters of allotment of shares applies, mutatis mutandis, to 
debentures (see ante, page 61 et seq.), but no returns of allot- 
ments of debentures have to be filed with the Registrar of 
Companies. 

Where a prospectus or circular inviting applications for 
debentures is not issued, the company, if a public company, 
may not allot any debentures unless at least three days before 
the first allotment of debentures there has been lodged with 
the Registrar of Companies a statement in lieu of prospectus in 
the form and containing the particulars set out in the Fifth 
Schedule to the Act (Section 40). 

There was formerly an important distinction with regard to 
the obligation to pay calls. A subscriber for shares is bound to 
take up and pay for shares allotted to him unless he can prove 
misrepresentation in the prospectus; but it was decided by the 
House of Lords, in the case of South African Territories 
v. Wallington (1898, App. Ca. 309), that a subscriber for 
debentures cannot be compelled to take and pay for them, 
the reason being that a promise to subscribe for debentures is 
in effect an agreement to lend money at interest, and does not 
in itself constitute a debt. This distinction was abolished by 
Section 16 of The Companies Act, 1907, now replaced by 
Section 76 of The Companies Act, 1929, which provides that 
‘““a contract with a company to take up and pay for any 
debentures of the company may be enforced by an order for 
specific performance.’’ The provision is not retrospective, and 
only applies to contracts made on or after the Ist July, 1908. 
The right to specific performance would be destroyed if a 
company, having power to do so, forfeited the debentures for 
nonpayment of ealls.’ 

Provisional (or ‘‘ scrip ’’) certificates are often issued on 
payment of the amount due on allotment, and are exchanged 

1 Kuala Pabi Rubber Estate v. Mowbray, [1914) W. N. 321. 
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for definitive debentures on completion of the payments. On the 
previous page is a form of provisional certificate, on which 
forms of receipt would be endorsed. 

A provisional certificate is stamped with an impressed two- 
penny stamp. No issue of debentures should, of course, be made 
unless the provisional certificates have been lodged with the 
company. 

Coupons attached to a certificate to be exchanged for definitive 
debentures when issued would require to be stamped, but such 
coupons are extremely rare. 

Persons entitled to debentures which have been allotted to 
them but not issued may have the right to vote at a meeting 
of debenture holders.* 

Debentures are often guaranteed by companies undertaking 
that class of business. Sometimes the interest alone is guaran- 
teed, and sometimes both principal and interest. The debenture 
holder himself occasionally effects the policy; at other times 
the guarantee is arranged with a guarantee company by the 
company issuing the debentures. When this is the case, the 
borrowing company, by its prospectus, offers the debenture 
holder the option of having his debentures guaranteed by the 
guarantee company at a trifling premium, and the applicant 
states in his application whether he wishes guaranteed deben- 
tures allotted to him or not. The guarantee company then 
either issues policies of guarantee to the allottees or covenants 
by deed with a trustee for the holders of guaranteed debentures 
to pay any unpaid interest or principal, and certifies the deben- 
tures entitled to the guarantee by sealing them with its seal. 

The Committee of the London Stock Exchange object to 
a company the debentures of which are guaranteed by the 
vendor to the company. 

When debentures are finally paid off by the company a 
receipt to the following effect is endorsed on the debentures, 
which should be retained by the company :— 

Es Seta dos, trom 
LimiteD, the within-mentioned principal sum of £.______..._____- 


all interest thereon having been previously paid in accordance with the 
within-mentioned security. 


RECEIVED the day of 


As to the Entry of a Memorandum of Satisfaction on the 
Register see pages 309 and 310, post. 


1 Dey v. Rubber and Mercantile Corporation, [1923] 2 Oh. 528, 


DEBENTURES AND MORTGAGES. 295 


Section 75 contains important provisions as to the reissue 
of redeemed debentures. This section is retrospective in its 
operation, and provides that where either before or after the 
commencement of the Act of 1929* a company has redeemed 
debentures previously issued, the company shall have power, 
and shall be deemed always to have had power to re- 
issue the debentures, either by reissuing the same debentures 
or by issuing others in their place, unless any express or implied 
provision to the contrary is contained in the Articles or in 
any contract entered into by the company, or the company has 
by passing a resolution to that effect or by some other act 
manifested its intention that the debentures shall be cancelled. 
On a reissue of redeemed debentures the person entitled to the 
debentures has and is to be deemed always to have had the same 
priorities as if the debentures had never been redeemed. 

Where a company has power to reissue debentures which 
have been redeemed, particulars of the debentures which may 
be reissued must be included in every balance sheet of the 
company (Sub-section 3). Debentures deposited to secure 
advances from time to time on current account or otherwise 
stand in an exceptional position, for they are not to be treated 
as redeemed by reason of the account of the company ceasing 
to be in debit whilst the debentures are so _ deposited 
(Sub-section 4) : that is to say, new advances may be made upon 
them without the formality of a reissue. The reissue of a 
debenture, whether it be the same debenture, or another 
in its place, or a transfer from a nominee of the company, 
is treated as the issue of a new debenture for the pur- 
poses of stamp duty. But it is not to be treated as the 
issue of a new debenture for the purposes of any provision 
limiting the amount or number of debentures to be issued 
(Sub-section 5). This latter provision is necessary to meet the 
ease of the redemption of a portion of the issued debentures 
where the conditions of issue prohibit the creation of a mortgage 
or charge on the assets ranking pari passu with the security of 
the debenture holders; apart from this provision a reissue of 
the redeemed debentures would constitute such a charge. A 
person who takes a reissued debenture appearing to be duly 
stamped is not obliged to pay stamp duty or a penalty before 


1 J.e, the 1st November, 1929. 
2 Re Russian Petroleum and Liquid Fuel Oompany, [1907] 2 Oh. 540, 
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he can give it in evidence for the purpose of enforcing his 
security, unless he had notice that it was not properly stamped, 
or might, but for his negligence, have, discovered the fact, but 
the company is liable to pay the proper stamp duty and penalty 
(Sub-section 5). 

One debenture may be issued in the place of several redeemed 
debentures, if desired. Nothing in the section prejudices any 
power to issue debentures in the place of any debentures paid 
off, or otherwise satisfied or extinguished, reserved to a company 
by its debentures or the securities for the same. 

When debentures are redeemable at a sum in excess of the 
amount advanced, duty is chargeable on that additional amount 
as well as on the face value of the debentures,” but where 
debentures are payable at a fixed date at par, and a company 
merely has the option of redeeming them earlier at a premium, 
no duty is payable on the premium.® 

The conditions generally reserve to the company the right 
to redeem the debentures after a specified date by notice or by 
periodical drawings, and either at par or at a premium. Re- 
demption by periodical drawings is the usual method of 
redemption, and notice of redemption should be given. The 
following is a form of notice :— 


NoTIcE IS HEREBY GIVEN that, in conformity with the conditions upon 
which the above issue was made, the undermentioned numbers of Debenture 


Bonds were this day drawn at the Offices of the Company,__________ Street, 
in the City of London, in the presence of________________ , one of the 
Dineetors.ees emer oye , Secretary of the Company, and the undersigned 
Notary Public. 

The said Debentures will be paid off at par on____________ next, 
StsoneM it 3.5 he ae ee Banks en SG ae Street, London, E.C., after 
which date the interest thereon will cease. 

DEBENTURES OF £______ EACH NUMBERED 
[Here set out the numbers}. 
Roreee oe sterling each p Ae 
By Order, 
Counterdigned; 00 ee eee eee 
ea ae ee Re Secretary. 


Notary Public, 
ee eee Se ee Street, London, 
eee vous 
t Re New London and Suburban Omnibus Oompany, [1908] 1 Oh. 621. 


2 Rowell and Son v, Commissioners of Inland Revenue, [1897] 2 Q. B. 194, 
3 Knight’s Deep v. Commissioners of Inland Revenue, [1900] 1 Q. B. 217. 
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The provisions of Section 79 of the Act respecting the 
registration of charges by companies registered in England are 
most important, and must not be overlooked by directors and 
secretaries of companies. 

Every charge (which expression includes a mortgage) 
created by a company after the fixed date and falling within 
any of the following categories :— 


(a) A charge for the purpose of securing any issue of 
debentures; 


(6) A charge on uncalled share capital of the company ; 


(c) A charge created or evidenced by an instrument which, 
if executed by an individual, would require registra- 
tion as a bill of sale; 


(d) A charge on any land, wherever situate, or any interest 
therein ; : 


(e) A charge on any book debts of the company ; 

(f) A floating charge on the undertaking or property of 
the company ’; 

(g) A charge on calls made but not paid; 

(h) A charge on a ship or a share in a ship; 


(i) A charge on goodwill, or on a patent or a licence under 
a patent, on a trademark, or on a copyright or a 
licence under a copyright, 


will, so far as any security on the company’s property or under- 
taking is thereby conferred, be void against the liquidator and 
any ereditor of the company, unless the prescribed particulars 
of the charge, together with the instrument (if any) by which 
the charge is created or evidenced, are delivered to or received 
by the Registrar for registration in manner required by the 
Act within twenty-one days after the date of its creation; but 
without prejudice to any contract or obligation for repayment 
of the money thereby secured, and when a charge becomes 
void under the section the money thereby secured immediately 
becomes payable. 

The ‘‘ fixed date ’’ means in relation to the charges specified 


1 An assignment of the present and future book debts of a company by way of security 
to the guarantor of its overdraft at a bank is within this expression (re Yorkshire Wool Combers 
Association ; Illingworth v. Houldsworth, [1904] App. Oa. 355), 


s.M.—10* 
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in paragraphs (a) to (f), both inclusive, the 1st July, 1908, ana 
in relation to the charges specified in paragraphs (g) to (7), both 
inclusive, the 1st November, 1929. : 

The prescribed form of particulars is shown on page opposite. 
It will be noticed that column (5) relates to particulars of com- 
mission, allowance, or discount, but, though included in the 
particulars required for registration (Sub-section 9), it is ex- 
pressly provided by that sub-section that the omission of them 
shall not affect the validity of the debentures issued. The 
proviso to Sub-section 9 further provides that the deposit of 
any debentures as security for any debt is not to be treated as 
the issue of debentures at a discount within the meaning of that 
sub-section. ; 

Where on or after 1st November, 1929, a company registered 
in England acquires property which is subject to a charge of 
such a kind as would require registration under the Act if 
created by the company, prescribed particulars of the charge 
must be lodged with the Registrar, together with a certified copy 
of the instrument (if any) by which the charge was created, 
within twenty-one days after the acquisition is completed. 
Where the charge is created and the property situate outside 
Great Britain, the particulars must be delivered within twenty- 
one days after the date on which the copy of the instrument 
could in the ordinary course of post and if dispatched with due 
diligence be received in the United Kingdom (Section 81). 
Particulars must be lodged on Form 47p (see pages 300 and 
301). 

The requirements of the Act in respect of the registration 
of charges created on property and of charges to which property 
acquired by a company is subject apply to charges created, 
and to charges on property acquired in England on or after the 
1st November, 1929, by companies incorporated outside England 
which have established a place of business in England, whether 
or not such companies are companies within the meaning of the 
Act (Section 90), and particulars of such charges must be de- 
livered on Form No. 8r or No. 9 respectively. 

Within six months after 1st November, 1929, every company 
must lodge with the Registrar the prescribed particulars of any 
charge created by the company before the date named and re- 
maining unsatisfied thereat which would have required regis- 
tration under paragraphs (g), (h), or (i) on page 297, or 
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under the provisions of Section 90 above referred to if the charge 
were created after the date named (Section 91, Sub- 
section 1 (a)). 

Particulars must also be lodged within the same period of 
time of any charge to which any property acquired before the 
1st November, 1929, is subject which would have required regis- 
tration under the provisions of Section 81 (see page 298) or 
of Section 90 above referred to (Section 91, Sub-section 1 (b)) 
if the property were acquired after the date named. 

Default in complying with the above requirements renders 
the company and every officer of the company liable to a 
penalty of fifty pounds. 

In respect of the foregoing provisions of Section 91, ‘‘ Com- 
pany ’’ includes a company (whether a comp within the 
meaning of the Act or not) incorporated outside England which 
has an established place of business in England (Sub-section 4). 

The Form on which the particulars of a charge to which 
property acquired by a company registered in England is subject 
must be delivered (Form 47s) is as follows :— 


No. of Company Form No. 47s. 


“THE COMPANIES ACT, 1929 ”’ 


PARTICULARS 
(to be delivered to the Registrar pursuant to Section 81 of The Companies 
Act, 1929) 
OF A 
MORTGAGE OR CHARGE 
Subject to which property has been acquired on or after the 
lst November, 1929, 
BY 
LIMITED 
(A Company Registered in England). 
Presented by 


Fm we en es os 


There are matters referring to charges coming under para- 
graphs (d) and (e) of Sub-section 2 of Section 79 which 
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require mention (see Sub-sections 6 and 7). The holding of 
debentures entitling the holder to a charge on land is not to be 
deemed to be an interest in land. The practical effect of this is 
to dispense with registration of a charge created by one company 
over debentures which it holds in another company. Secondly, 
where a negotiable instrument has been given to secure the pay- 
ment of any book debts of a company, the deposit of the instru- 
ment to secure an advance to the company is not to be treated for 
the purposes of the section as a charge on those book debts. 

In the case of a charge created out of the United Kingdom 
and comprising solely property situate outside the United King- 
dom, it is sufficient compliance with the section if a copy of the 
instrument by which the charge is created or evidenced, verified 
in the prescribed manner, is (together with the prescribed 
particulars) delivered to and received by the Registrar within 
twenty-one days after the instrument or copy could, in due 
course of post, and if dispatched with due diligence, have been 
received in the United Kingdom (Section 79, Sub-section 3). 

Where a charge is created in the United Kingdom, but com- 
prises property outside the United Kingdom, the instrument 
may be sent for registration notwithstanding that further pro- 
ceedings may be necessary to make such charge valid or 
effectual according to the law of the country in which such 
property is situate (Section 79, Sub-section 4). 

If a charge comprises property in Scotland or Northern 
Ireland and registration is necessary in the country where the 
property is situate to make the charge valid or effectual 
according to the law of that country, a certified copy of the 
instrument creating or evidencing the charge, with a certificate 
in the prescribed form certifying that the charge was presented 
on the date on which it was so presented, is to be accepted by the 
Registrar, and is to have the same effect as the delivery of the 
instrument itself (Section 79, Sub-section 5). 

Where, however, a series of debentures containing, or giving 
by reference to any other instrument, any charge te the benefit 
of which the debenture holders of that series are entitled part 
passw is created by a company, it is sufficient if there are 
delivered to or received by the Registrar within twenty-one 
days after the execution of the deed containing the charge, or, 
if there is no such deed, after the execution of any debentures 
of the series, the following particulars, together with the deed 
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containing the charge, or if there is no such deed, one of the 
debentures of the series :— 

(a) The total amount secured by the whole series; 

(0) The dates of the resolutions authorising the issue of the 
series and the date of the covering deed (if any) by 
which the security is created or defined ; 

(c) A general description of the property charged; and 

(d) The names of the trustees (if any) for the debenture 
holders. 

Where more than one issue is made of debentures in the 
- series, particulars of the date and the amount of each issue must 
be sent to the Registrar for entry on the Register, but an 
omission to do this does not affect the validity of the debentures 
issued (Section 79, Sub-section 8). 

The Registrar must keep, with respect to each company, a 
Register in the prescribed form of all charges requiring regis- 
tration, and must, on payment of the prescribed fee, enter in 
the Register with respect to every charge to the benefit of which 
the holders of a series of debentures are entitled— 

The total amount secured by the whole series, the dates of 
the resolutions authorising the issue of the series and 
of the covering deed (if any), a general description 
of the property charged, and the names of the 
trustees (if any) for the debenture holders and the 
deed containing the charge or, if there is no deed, 
one of the debentures; 

and in the case of any other charge— 

If the charge is created by the company, the date of its 
creation, and if the charge was existing on property 
acquired by the company, the date of the acquisition 
of the property; and the amount secured; short 
particulars of the property charged; and the persons 
entitled to the charge (Section 82, Sub-section 1). 

The Registrar will also enter on the register the fact of the 
appointment of a receiver or manager (Section 86, Sub- 
section 1); and of such receiver or manager ceasing to act 
(Sub-section 2). 

The forms (a) for registration of particulars of the entire 
series (Korm 47a), (b) when there is more than one issue 
of debentures of the series (Form 48) are shown on the 
following pages. 
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No. of Company : Form No. 47a. 


‘THE COMPANIES ACT, 1929.” 


PARTICULARS 


(to be delivered to the Registrar pursuant to Section 79, Sub-section 8, of 
The Companies Act, 1929), of a Series of Debentures containing, or giving 
by reference to any other Instrument, any Charge, to the benefit of which 
the Debenture Holders of the said series are entitled pari passu, created 
Dyer | Per ee eee ee , LIMITED (a company registered in England). 


NorTeE.—The Deed (if any) containing the Charge must be delivered with these Particulars to the 
Registrar within Twenty-one days after the execution of such Deed ; or, if there is no such Deed, 
one of the Debentures must be so delivered within Twenty-one days after the execution of any 
Debentures of the series. ‘ 


IPT CSENLEAHU Yt see ee eee 

Registration of a series under Sub-section 8 of Section 79 
will protect documents purporting to be debentures of that 
series which, owing to some technical defect (e.g. absence of seal 
if the Articles require sealing), are only good as agreements for 
those debentures.* 

The questions that may arise as to when a charge is created 
are somewhat difficult, and often depend upon special cireum- 
stances. A mere agreement to give security may require regis- 
tration.” The date of the creation of a charge is the date when 
the instrument of charge is executed, and not the date when 
money is subsequently advanced under it.* Where the time 
for registration has been exceeded, the company can usually, 
by agreement with the lender, cancel the unregistered deben- 
tures and issue fresh ones in place of them.‘ These sub- 
stituted debentures may, however, be liable to attack upon the 
ground of fraudulent preference. 

Under Section 85 the Court has power to extend the time 
for registration or to order the rectification of any omission or 
misstatement in the required particulars of a charge or in a 


1 Fireproof Doors, in re, [1916] 2 Ch. 142. See page 286, ante. 


2 Jackson and Bassford, in re, [1906] 2 Ch., at page 476; Orleans Motor Oo., in re, (1911) 
2 Ch. 41. 


3 Esberger & Son v. Capital and Counties Bank, [1913] 2 Ch. 366. 
4 Re N. Defries & Co., [1904] 1 Ch. 37; re Cardiff Workmen's Cottage Company, [1906] 
2 Ch. at page 630, 
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memorandum of satisfaction, if satisfied that the failure to 
register the charge within the prescribed time or the omission 
or misstatement was accidental, or was due to inadvertence or 
some other sufficient cause, or is not of a nature to prejudice 
the position of creditors or shareholders of the company. The 
Court having jurisdiction is the Court having jurisdiction in 
a winding up (see Section 163). Where this relief is given, 
the Court will grant it without prejudice to rights acquired 
against the debenture holders before the time when the deben- 
tures are actually registered or the error rectified, as the case 
may be. This proviso only protects those who have acquired 
rights against or affecting the property charged by the deben- 
tures before registration.. The Court will not insert any terms 
for the protection of unsecured creditors of the company.” If a 
winding up has already supervened, no relief will be granted. 
But a motion to extend the time for registration may be made, 
and leave granted, notwithstanding that a meeting has been 
convened to consider a resolution for voluntary winding up. In 
such a case the order will give the liquidator, if and when 
appointed, an opportunity of challenging the right of the 
applicant to an extension.* Where relief is granted to some 


No. of Company Form No. 48. 


“THE COMPANIES ACT, 1929.’’ A ds. 


Companies 

Registration 

a Fee Stamp 
must be 


PARTICULARS Beg oR 


(to be delivered to the Registrar pursuant to Section 79, Sub-section 8, 
of The Companies Act, 1929), of an 


ISSUE OF DEBENTURES IN A SERIES 
Created by 
Pa als Ae ot op TL tk 2 al ee , LIMITED 
(a company registered in England). 
NOTE, -- Sub-section 8 of Section 79 above mentioned provides— 


(1) For Registration. of Particulars of the Entire Series (for which purpose Form No. 47 
must be used), and 

(2) Where there is more than One Issue of Debentures of the Series—for the Registration 
of the Date and Amount of each Issue (for which purpose this Form must be used). 


Presented by 


2M. J. G, Trust, in re, [1933] 1 Cb. 542. 
3 L. H, Charles & Oo., in re, [1936] W.N. 15, 
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of the holders of a series of debentures, other holders of the 
same series against whose security no objection can be taken 
will not be considered as having acquired any priority which 
must be protected. But they will not, on the other hand, be 
allowed to suffer: e.g. suppose a winding up supervened before 
the defective debentures were actually registered, so that the 
latter were avoided, the holders of the good debentures would 
not be required to accept a less share of the assets by reason 
of such avoidance.* 

The fee payable on registration of a charge is ten shillings 
in cases where the amount of the charge does not exceed two 
hundred pounds, and one pound where the amount exeeeds 
two hundred pounds (Companies (Fees) No. 1 Order, 1929).? 

Where more than one issue is made of debentures in a series, 
five shillings is required on registration of the particulars of each 
issue after the first. 

The Registrar’s certificate of the registration of any charge, 
stating the amount thereby secured, is conclusive® evidence that 
the requirements as to registration have been complied with 
(Section 82, Sub-section 2). A copy of the certificate must be 
endorsed on every debenture or certificate of debenture stock 
which is issued by the company and the payment of which is 
secured by the charge registered. Any person who knowingly 
and wilfully authorises or permits the delivery of any deben- 
ture or certificate of debenture stock required to be registered, 
without this endorsement, is hable to a heavy fine. No endorse- 
ment is, however, necessary on any debenture or certificate of 
debenture stock which has been issued by the company before 
the particular charge was created (Section 83). 

It is the duty of the company to lodge with the Registrar for 
registration the particulars of every mortgage or charge, and of 
the issues of debentures of a series, requiring registration. But 
registration of any such mortgage or charge may be made upon 
the application of any person interested therein, who will be then 
entitled to recover from the company the amount of any fees 


1 Re I. O. Johnston, [1902] 2 Ch. 101; re Joplin Brewery Co., [1902] 1 Ch. 79; re S. Abrahams 
& Sons, [1902] 1 Ch. 695. 

2 The Order of 1929 repeats the charge prescribed by the Board of Trade by notice advertised in 
the London Gazette, 1st January, 1901. 

3 The Court will decline to go behind it (re Yoiland, Husson & Birkett, (1907] 1 Oh. 471; affirmed 
{1908] 1 Oh. 162), even though the particulars furnished are defective, and the register itself not only 
(lafective but misleading (National Provincial Bank of England », Charnley, [1924] 1 K. B. 131), 


DEBENTURES AND MORTGAGES. 309 


properly paid by him to the Registrar. Failure to comply with 
the requirements of the section will, unless registration is 
effected by some other person, expose the company, and every 
director, manager, secretary, or other person who is knowingly 
a party to the default, to a fine not exceeding fifty pounds for 
every day during which the default continues (Section 80). 

The Register kept by the Registrar pursuant to Section 82 
is open to inspection by any person on payment of the prescribed 
fee, not exceeding one shilling for each inspection. 

Every company must keep at the registered office of the 
company a copy of every instrument creating any charge re- 
quiring registration under the Act. In the ease of a series of 
uniform debentures a copy of one debenture is sufficient 
(Section 87). As to Inspection see page 165, ante. 

If a debenture provides for payment of principal or interest 
at a particular place, the creditor must go to that place and ask 
for payment. If alternative places are given, the creditor must 
select one of them. If no place of payment is provided, the com- 
pany must seek out the creditor, if within the realm, and pay him.* 

Upon satisfactory evidence that the debt for which any regis- 
tered mortgage or charge was given has been paid or satisfied, 
the Registrar may order that a memorandum of satisfaction be 
entered on the Register, and shall, if required, furnish the com- 
pany with a copy thereof. Application for the memorandum of 
satisfaction should be made in the form shown on page 310, post. 

In default of compliance with Section 79 of the Act as to 
registration of any charge created by a company, such charge 
will confer no security on the company’s property or under- 
taking as against the liquidator and any creditor of the com- 
pany (Sub-section 1). This principle applies even where a 
subsequent registered incumbrancer has express notice of the 
prior mortgage at the time when he took his own security.’ 
The contract or obligation to repay the money is not, however, 
put an end to. And where a charge becomes void under the 
section the money becomes immediately repayable (Sub- 
section 1). This is an important provision in favour of the 
lender. 


1 See and compare Thorn v. City Rice Mills, 40 C.D, 357; Fowler v Midland Electric Corporation 
[1917] 1 Ch. 656, 
2 Monolithic Building Co., in re, [1915] 1 Ch. 643. 
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No. of Company Form No. 49. 


“THE COMPANIES ACT, 1929.” 


DECLARATION VERIFYING MEMORANDUM OF SATISFACTION 
OF MORTGAGE OR CHARGE PURSUANT TO SECTION 84. 


; LIMITED. 


et ak tate os as Depth gO aera teen ae En de aeiycie , a Director of the above- 
named Company, and____________ srot fe wte. Well es Sea , the Secretary 
thereof, solemnly and sincerely Declare that the particulars contained in the 
Memorandum of Satisfaction annexed hereto, and dated________________-- ; 
are true to the best of our knowledge, information, and belief. 

And we make this solemn Declaration, conscientiously believing the same 
to be true, and by virtue of the provisions of The Statutory Declarations 
Act, 1835. 


Declared at ts. 2 ee een y 
theates seen day ole eee ores , One 
thousand nine hundred and______ ; 
before me, 


A Commissioner for Oaths [or Notary Public or Justice of the Peace}. 


MEMORANDUM OF SATISFACTION OF A bs. 


Companies 


Registrati 
MORTGAGE OR CHARGE Pei ninenes 


must be 
impressed 
here. 


pit ERs was 


Seal of 
Oompany. 


1 Insert here a description of the Instrument(s) creating or evidencing the Charge, e.g. ‘‘ Mort- 
gage,” ‘* Oharge,” “‘ Debenture,"’ &c., with the date thereof. If the registered Charge was a Series of 
Debentures, or Debenture Stock, the words ‘‘ authorised by Resolution,’”’ together with the date of 
the Resolution, should be added. 
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By Section 266 of the Act, a floating charge on the under- 
taking or property of the company created within six months 
of the commencement of winding up will, unless it is proved 
that the company immediately after the creation of the charge 
was solvent, be invalid, except to the amount of any cash paid to 
the company at the time of or subsequently to the creation of, 
and in consideration for, the charge, together with interest on 
that amount at the rate of five per cent. per annum. 

By Section 8 of The Finance Act, 1899, any company which 
proposes to issue any loan capital must, before such issue, deliver 
to the Commissioners of Inland Revenue a statement of the 
amount thereof. Every such statement must be charged with an 
ad valorem duty of two shillings and sixpence for every hundred 
pounds, and any fraction of a hundred pounds over any multiple 
of a hundred pounds, of the amount proposed to be secured by 
the issue. Duty under this section is not to be charged to the 
extent to which it is shown to the satisfaction of the Commis- 
sioners that the stamp duty payable in respect of a mortgage or 
marketable security has been paid on any trust deed or other 
document securing the loan capital proposed to be issued. 

If any company neglect to deliver a statement, or fail to 
pay the duty, the company is liable to pay, in addition to 
the duty, a sum equal to ten per cent. upon the amount of the 
duty, and a like sum for every month after the first month 
during which the neglect or failure continues. 

‘‘TLoan capital’’ means any debenture stock, by whatever 
name known, or any capital raised by any company which is 
borrowed, or has the character of borrowed money, whether in 
the form of stock or in any other form; but by Section 29 of The 
Finance Act, 1934, does not for the purpose of Section 8 of 
The Finance Act 1899 include any loan capital which is 
of such a description as to be incapable of being dealt in on a 
Stock Exchange in the United Kingdom. 

‘* Borrowed money ’’ within the meaning of this section does 
not include any bank overdraft or other loan raised for a tem- 
porary purpose for a period not exceeding twelve months. 
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PENALTIES. 


Tur following are the principal penalties imposed under the 
Companies Act and otherwise for various faults of commission 
or omission on the part of companies and their officers :— 


Act or Omission. 


Persons liable. 


Penalty. 


Failure to deliver to Registrar 
documents relating to altera- 
tion of Memorandum (Sec- 
tion 5, Sub-section 7). 

Failure to lodge with Registrar 
notice of increase in number 
of members by company not 
having share capital (Section 
7, Sub-section 3). 

Failure on revocation of licence 
of Association Not for Profit 
to eliminate words “‘ Chamber 
of Commerce’”’ from name 
(Section 19). 

Not sending copy of Memoran- 
dum and Articles, or copy of 
any Act of Parliament which 
alters Memorandum, to mem- 
ber on request (Section 23, 
Sub-section 2). 

Not substituting registered 
minute showing reduction of 
capital for corresponding 
part of Memorandum of 
Association (Section 24 and 
Section 58, Sub-section 6). 

Failure by any private com- 
pany to comply with the 
provisions of Section 26 
(Section 27, Sub-section 1). 


Failure to lodge prospectus or 
statement in lieu of prospec- 
tus by company which has 
altered its Articles so as to be 
no longer a private company 
(Section 27, Sub-section 2). 


The company. 


The company and 
every officer in de- 
fault.t 


The company 


The company and 
every officer in 
default. 

The company = and 


every officer in de- 
fault. 


The company. 


The company and 
every officer in 
default.! 


£10 for every day 
of default. 


£5 for every day of 
default. 


£50 for every day 
of default. 


£1 for each offence. 


£1 for every copy 
as to which de- 
fault is made. 


Loss of certain ex- 
emptions and 
privileges enjoyed 
by private com- 
panies (see pages 
12 and 13, ante). 

£50. 


1 ‘ Officer in default’? means ‘‘ any director, manager, secretary, or other officer of the company 
who knowingly and wilfully authorises or permits the default, refusal, or contravention” 


Section 365). 
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Act or Omission. Persons liable, Penalty. 
Carrying on business with | Members of company | Liability to pay 
fewer than seven members, during period after debts contracted 
or in the case of a private| the six months cog- after such six 
company, two members, for nisant of the fact. months. 


more than six months (Sec- 
tion 28). 

Issuing prospectus before copy 
filed for registration (Section 
34, Sub-section 5). 


Issuing application form un- 
accompanied by prospectus 
complying with Act (Section 
35). 


Neglect to return application 
money within forty-eight 
days where conditions pre- 
cedent to allotment not com- 
plied with (Section 39, Sub- 
section 4). 


Allotment of shares by a public 
company which has _ not 
issued a prospectus, or, 
having issued a prospectus, 
has not proceeded to allot 
any shares, without lodging 
a Statement in leu of Pro- 
spectus (Section 40, Sub- 
section 3). 

Contravening any of the pro- 
visions of Sections 39 and 40 
with respect to allotment 
(Section 41). 

Default in lodging with Regis- 
trar returns of allotment and 
contracts constituting title to 
shares and contracts of sale, 
&c. (Section 42, Sub-section 
3). 

Default in lodging with Regis- 
trar Statement as to Com- 
mission in prescribed form by 


company not offering shares | 


to the public (Section 43, 
Sub-section 5). 

Failure to include in balance 
sheet statement as to com- 
missions paid and discounts 
allowed (Section 44, Sub- 
section 2). 


The company andevery 
person knowingly a 
party to the issue of 
the prospectus. 

Any person. 


Directors jointly and 
severally. 


The company and 
every director know- 
ingly authorising or 
permitting the con- 
travention. 


Directors. 


Director, manager, 
secretary, or officer 
knowingly a party 
to default. 


The company and 
every officer in 
default.! 

The company and 
every officer in 
default. 


£5 for every day 
from date of issue 
of prospectus un- 
til a copy is filed. 
£500. 


To repay money 
with interest at 
5 per cent. per 
annum. 


£100 fine. 


To compensate com- 
pany and allottee. 


£50 a day. 


£25. 


£5 for every day of 
default. 


{ See note on page 312. 
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Act or Omission. 


Persons liable. 


Penalty. 


Contravening prohibition of 
loans in connection with pur- 
chase of shares (Section 45, 
Sub-section 3). 

Contravening provisions of Act 
relating to redeemable pre- 
ference shares (Section 46, 
Sub-section 2). 

Non-disclosure in prospectus, 
balance sheet, or annual 
return of discount on shares 
(Sub-sections 47 and 108). 

Default in lodging with Regis- 
trar notice of consolidation 
and division or sub-division 
of shares, of conversion of 
shares into stock, or recon- 
version of stock into shares, 
of cancellation of shares, or 
redemption of redeemable 
preference shares (Section 
51). 

Failure to lodge with Registrar 
printed copy of resolution 
authorising increase of 
capital (Section 52, Sub- 
section 3). 

Failure to lodge with Registrar 
notice of increase of nominal 
capital (Section 52, Sub- 
section 3), 

Failure to disclose in accounts 
share capital on which, and 
rate at which, interest has 
been paid out of capital 
(Section 54). 

Concealment of name 
creditor in reduction 
capital (Section 60). 


of 
of 


Default in lodging with Regis- 
trar copy of order confirm. 
ing or disallowing variation 
of rights (Section 61). 

Failure to give notification to 
transferee of refusal to regis- 
ter transfer of shares or 
debentures (Section 66, Sub- 
section 2). 


The company and 
every officer in 
default.1 

The company and 
every officer in 
default. ; 
The company and 
every officer in 
default.1 

The company and 
every officer in 
default.t 

The company and 


every officer in de- 
fault.t 


The company and 
every officer in de- 
fault.t ; 

The company and 
every officer in 
default. 

Director, manager, 
secretary, or other 


officer of the com- 
pany privy to con- 
cealment. 


The company and 
every officer in 
default. 

The company and 
every director, man- 
ager, secretary, or 


other officer know- 
ingly a party to the 
default. 


£100. 


£100. 


£5 for every day of 
default. 


£5 for every day of 
default. 


£5 for every day of 
default. 


£5 for every day of 
default. 


£50. 


Guilty of a mis- 


demeanour. 


£5 for every day of 
default. 


£5 for every day of 
default. 


1 See note on page 312 
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PENALTIES. 


Act or Omission. 


Failure to have certificates of 
shares, debentures, and certi- 
ficates of debenture stock 
ready for delivery as required 
by Section 67. 


Personation of shareholder 


(Section 71). 


Forgery and issue of forged 
warrants &c. in Scotland.! 


Refusing inspection of Register 
of Debenture Holders, or 
failure to forward copy of 
Register or of Trust Deed 
(Section 73, Sub-sections 4 
and 5). 

Default in lodging with Regis- 
trar particulars of charge 
created by company, or of 
issue of debentures of a series, 
requiring registration (Sec- 
tion 80, Sub-section 3). 


Failure to lodge particulars of 
charge to which property 
acquired by company is sub- 
ject (Section 81), 

Authorising or permitting 
delivery of debenture or 
certificate of debenture stock 
required to be registered 
without copy of certificate of 
registration endorsed thereon 
(Section 83, Sub-section 2). 


Failure of person obtaining 
order for appointment of, or 
under powers contained in 
any instrument appointing, 
receiver or manager, to give 
notice of the fact to the 
Registrar (Section 86, Sub- 
section 3). 


Persons liable. 


The company and 
every director, man- 
ager, secretary, or 
other officer know- 
ingly a party to the 
default. 


Any person who per- 
sonates. 


Any person. 


The company and 
every officer in de- 
fault.? 


The company and 
every director, 
manager, secretary, 
or other person 
knowingly a party to 
the default. 

Company and every 
officer in default.? 


Any person author- 
ising or permitting 
delivery. 


Person obtaining order 
or making appoint- 
ment. 


Penalty. 


£5 for every day of 
default. 

Court may make 
order directing 
default to be 
made good within 
time __ specified, 
and order pay- 
ment of costs by 
person _respon- 
sible for default. 

Penal servitude for 
life or not less 
than three years. 

Imprisonment for 
life or less. 


£5, and £2 for every 
day of refusal. 

Court may order an 
immediate in- 
spection or direct 
copies to be sent. 


£50 for every day 
during which de- 
fault continues. 


£50 for every day 
of default. 


£100. 


£5 for every day of 
default. 


1 The Forgery Act, 1913, prohibits in Hngland the offences set out in the section, but that Act 


does not apply to Scotland. 
2 See note on page 312. 
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Act or Omission. 


Failure of person appointed 
receiver or manager under 
powers contained in any 
instrument to give notice of 
ceasing to act (Section 86, 
Sub-section 3). 

Not keeping proper Register 
of Charges (Section 88, Sub- 
section 2). 


Refusing to allow inspection 
of Register of Charges or of 
copies of instruments re- 
quiring registration (Section 
89, Sub-sections 2 and 3). 


Default in lodging with Regis- 
trar particulars of charges 
created by company, or 
existing on property acquired 
by company, prior to Ist 
November, 1929, which 
would require registration if 
created or acquired after 
that date (Section 91). 

Not having registered office or 
giving notice of the situation 
thereof or of any change 
therein (Section 92). 

Non-publication of name by 
company (Section 93, Sub- 
section 2). 


Using Seal, issuing official 
publications or documents 
not bearing name of com- 
pany (Section 93, Sub-sec- 
tions 3 and 4). 


Commencing business or exer- 
cising borrowing powers 
in contravention of Section 
94 (Sub-section 6). 

Not keeping proper Register 
of Members (Section 95, 
Sub-section 2). 


Persons liable. 


Person appointed. 


Director, manager, or 
other officer of com- 
pany knowingly and 
wilfully authorising 
or permitting default. 

Officer refusing, and 
directors and man- 
agers knowingly and 
wilfully authorising 
refusal. 


The company and 
every director, man- 
ager, secretary, or 
other officer or 
person knowingly a 
party to the default. 


The company and 
every officer in de- 
fault.t 


The company and 
every officer in de- 
fault. 


The company and 
every director, man- 
ager, or officer, 
and any person act- 
ing on company’s 
behalf. 

Every person respon- 
sible for contraven- 
tion. 


The company and 
every officer in de- 
fault.? 


Penalty. 


£5 for every day of 


default. 


£50. 


£5, and £2 for every 
day of refusal. 

The Court may in 
relation to a com- 
pany registered in 
England order 
immediate in- 
spection. 

£50 for every day of 
default. 


£5 a day. 


£5 for non-publica- 
tion and £5 for 
every day of 
neglect. 

£50. 

Personal liability to 

holder of bill of ex- 

change &ce. 


£50 a day.? 


£5 for every day of 
default. 


1 See note on page 312. 


2 Does not apply to private company, company registered before January, 1901, or to company 
registered before July, 1908, which has not issued a prospectus, 
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eat 
Act or Omission. Persons liable. Penalty. 
Default in having index to|The company and _/| £5 for every day of 
Register where more than every officer in default. 
fifty members and Register default.1 
not kept in alphabetical 
order (Section 96, Sub- 
section 3). 
Refusal to allow inspection of |The company and | £2, and £2 for every 


or to furnish a copy of 
Register of Members or index 
thereto (Section 98, Sub- 
section 3). 


Failure to lodge notice of 
situation of office where any 
dominion register is kept 
or of change therein (Section 
103, Sub-section 3). 


Failure to transmit to regis- 
tered office copy of entries 
in dominion register (Section 
104). 

Not making and lodging annual 
return under Section 108 by 
company having share capi- 
tal (Section 110). 

Not making and lodging annual 
return under Section 109 by 
company not having share 
capital (Section 110). 

Failure to hold general meeting 
in every calendar year (Sec- 
tion 112, Sub-section 2). 

Default in lodging statutory 
report and holding the statu- 
tory meeting (Section 113, 
Sub-section 9). 

Failure to convene meeting on 
requisition therefor (Section 
114). 


Failure to lodge with the 
Registrar printed copy of 
special or extraordinary re- 
solution or any other resolu- 
tion or any agreement re- 
quired to be so lodged 
(Section 118, Sub-sections 1, | 


4 and 5). 


every officer in de- 
fault. 


The company and 
every officer in 
default.1 


Company and officers. 


The company and 
every officer in de- 
fault.t 


The company and 
every officer in de- 
fault.} 


The company and 
every director or 
manager. 

Directors responsible 
for default. 

Directors. 

The company and 


every officer in de- 
fault.? 


day of refusal. 

The Court may or- 
der an immediate 
inspection or di- 
rect copies to be 
sent. 


£5 for every day of 
default. 


£5 for every day 
of default. 


£5 for every day of 
default. 


£5 for every day of 
default. 


£50. 


£50. 


Liable to refund 
to requisitionists 
costs of  con- 
vening meeting. 

£2 for every day 
after the expira- 


tion of fifteen 
days from the 
passing of the 
resolution or 
making of the 
agreement. 


1 See note on page 312. 


2 See note on page 312. For the purposes of this provision a liquidator is deemed to be an 


officer (Section 118, Sub-section 7). 
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Act or Omission. 


Not embodying in or annexing 
to Articles resolution or 
agreement or forwarding 
printed copythereof, where no 
Articles, to member request- 
ing the same (Section 118). 


Refusal to allow inspection of 
Minutes of General Meetings 
or to furnish copy (Section 
121, Sub-sections 1, 3, 
and 4). 


Failure to keep proper books of 
account (Section 122, Sub- 
section 3). 


Failure to prepare and lay 
before company balance 
sheet or profit and _ loss 
account, or income and ex- 
penditure account (Section 
123, Sub-section 3). 


Issuing, circulating, or publish- 
ing copy of balance sheet 
either unsigned or without 
attaching thereto copy of 
auditor’s report (Section 129, 
Sub-section 3). 


Failure in the case of a public 
company (a) to send copy of 
balance sheet prior to meet- 
ing to persons entitled to 
notice of meeting, or (b) to 
furnish copy on request to 
member or holder of deben- 
tures (Section 130). 


Failure in the case of a private 
company to furnish on re- 
quest and payment therefor 
copy of balance sheet (Sec- 
tion 130). 


Non-publication of statement 
by banking or insurance 
companies, and deposit, pro- 
vident, or benefit societies 
(Section 131, Sub-section 4), 


Persons liable. 


The company and 
every officer in de- 
fault.? 


The company and 
every officer in 
default.? 


Every director failing 
to take steps to 
secure compliance or 
by his wilful act 
causing default. 

Director failing to take 
steps to secure com- 
pliance. 


The company and 
every director, man- 
ager, secretary, or 
other officer know- 
ingly a party to the 
default. 

(a) The company and 
every officer in de- 
fault.? 

(b) The company and 
every director, man- 
ager, secretary, or 
other officer know- 
ingly a party to the 
default. 


The company and 
every officer in 
default.? 

The company and 


directors and man- 
agers knowingly and 
wilfully authorising 
or permitting default. 


Penalty. 


£1 for each copy in 


respect of which 
default is made. 


£2, and £2 for every 
day of default. 

Court may order 
immediate in- 
spection or direct 
copies to be sent. 

Six months im- 


prisonment or fine 
of £200. 


Six months im- 
prisonment or fine 
of £200. 


Fine not exceeding 
£50. 

(a) £20. 

(6) £5 for every day 


of default. 


£5 for every day of 
default. 


£5 for every day of 
default. 


? See note on page 312, For the purposes of this provision a liquidator is deemed to be an 


officer (Section 118, Sub-section 7). 
2 See note on page 312. 
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Act or Omission. 


Body corporate acting as audi- 
tor (Section 133). 

A director or officer or (ex- 
cept in case of a private 
company) partner or em- 
ployee of director or officer 
is not qualified for office 
of auditor, but no penalty 
is imposed by Act. 

Refusal to produce books &c. to 
inspectors appointed by Board 
of Trade or by special resolu- 
tion of the company (Section 
135, Sub-section 5, and Sec- 
tion 137, Sub-section 3). 

Insertion in List of Directors, 
on application to register a 
public company, of name of 
person who has not consented 
to act (Section 140, Sub- 
section 3). 

Unqualified person acting as 
director in contravention of 
Section 141, Sub-section 5. 

Undischarged bankrupt acting 
as director or taking part in 
management without leave of 
Court (Section 142). 

Not keeping Register of Direc- 
tors (Section 144, Sub-section 
4). 

Not lodging particulars of direc- 
tors or any change therein 
(Section 144, Sub-section 4). 

Refusal to allow inspection of 
Register of Directors or 
Managers (Section 144). 


Failure to state in trade cata- 
logues, circulars, &c., par- 
ticulars of directors required 
by Act (Section 145, Sub- 
section 3). 


Not adding statement to pro- 
posal on election of director 
that his liability will be un- 
limited (Section 146). 


Persons liable. 


Penalty. 


Body corporate. 


Officers and agents of 
the company. 


Applicant for registra- 
tion. 


Person so acting. 


Person so acting. 


The company and 
every officer in de- 
fault. 

The company and 
every officer in de- 
fault.} 


The company and 
every officer in 
default.t 


Every director (or in 
the case of a cor- 
poration director, 
every director, secre- 
tary, and officer of 
that corporation 
knowingly a party 
to the default). 

Directors, managers, 
and proposers. 


£100. 


Liable to punish- 
ment as for con- 
tempt of Court. 


£50. 


£5 a day. 


Imprisonment 
and/or fine of 
£500. 


£5 for every day of 
default. 


£5 for every day of 
default. 


£5 for every day of 
default. Court 
may compel im- 
mediate inspec- 
tion. 

£5 for each offence. 


Fine not exceeding 
£100and damages. 


1 See note on page 312 
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PENALTIES. 


Persons liable. 


Penalty. 


— 


Not giving notice to director on 
his election that his liability 
will be unlimited (Sect. 146). 

Not embodying in copy of 
Memorandum of Association 
furnished to member special 
resolution as to unlimited 
liability of the directors 
(Sections 147 and 24). 

Failure to comply with demand 
for statement as to remunera- 
tion of directors (Section 
148, Sub-section 3). 

Failure of director to disclose 
interest in contract with 
company (Section 149, Sub- 
section 4). 

Failure to include particulars 
of compensation to directors 
in notice to shareholders of 
offer for shares (Section 150). 

Default in lodging with Regis- 
trar copy of order of Court 
sanctioning reconstruction 
or annexing a copy to every 
copy of the Memorandum or 
instrument constituting or de- 
fining the constitution of the 
company issued thereafter 
(Section 153, Sub-section 4), 

Default in lodging copy of Or- 


der of Court inrespect of recon- 


struction or amalgamation 
(Section 154, Sub-section 3). 

Default in lodging statutory 
report or holding statutory 
meeting of public company 
(Section 171). 

Failure to furnish statement 
of company’s affairs to 
Official Receiver (Section 
181, Sub-section 5). 

Untruthfully stating himself 
to be a creditor or con- 
tributory (Section 181, Sub- 
section 7). 

Retention by liquidator of 
sums in excess of amount 
authorised (Section 194), 


Promoters, directors, 
managers, and secre- 
tary. 

The company and 
every officer of the 
company in default. 


Director in default. 


Director in default. 


Director or person re- 
sponsible for failure. 


The company and 
every officer in 
default.t 

The company and 


every officer who is 
in default. 


Persons responsible for 
default. 
Person making default. 


Person so stating. 


Liquidator. 


Fine not exceeding 
£10)0 and 
damages. 

£1 for every copy 
as to which de- 
fault is made. 


Fine of £50. 


Fine of £100. 


£1 for each copy 
issued, 


£5 for every day of 
default. 


Liability to pay 
costs where peti- 
tion for winding 
up presented. 

£10 for every day 
of default. 


Punished as_ for 
contempt of 
Court. 


To pay interest at 
20 per cent. on 
amount 80 re- 
tained, to lose re- 
muneration, and 
be removed from 
office. 


1 See note on page 312. 
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Persons liable. 
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Penalty. 


Acting as director in contra- 
vention of Order forbidding 
person to take part in 
management of company 
(Section 217, Sub-section 4) 

Failure in winding up by Court 
to report Order of Court dis- 
solving company to Regis- 
trar (Section 221). 

Default in giving notice by 
advertisement of resolution 
for voluntary winding up 
(Section 226). 


Failure in a members’ winding 
up to hold meeting at end of 
first year from commence- 
ment of winding up and each 
succeeding year (Section 
235, Sub-section 2). 


Failure in members’ winding 
up by liquidator to lodge 
return with Registrar at 
conclusion of winding up 
(Section 236, Sub-section 3). 


Failure in members’ winding up 
of person obtaining order 
deferring date of dissolution 
or annulling dissolution of 
company, to lodge office copy 
of order within seven days 
with the Registrar (Section 
236, Sub-section 5). 


Failure in a creditors’ winding 
up to convene and advertise 
meeting of creditors and 
otherwise comply with re- 
quirements of Section 238. 


Failure in creditors’ winding 
up by liquidator to call 
meeting at end of first year 
and each succeeding year 
(Section 244). 


Failure in creditors’ winding 
up by liquidator to lodge 
returns with Registrar at 
conclusion of winding up 
(Section 245). 


Person so acting. 


Liquidator. 


The company and 
every officer in de- 
fault.1 For the pur- 
poses of this section 
a liquidator is 
deemed an officer. 

Liquidator. 


Liquidator. 


The person on whose 
application such 
order was made. 


Company, or the direc- 
tor or directors as 
the case may be. 


Liquidator. 


Liquidator. 


Imprisonment 
and/or fine of 
£500. 


£5 for every day 
of default, 


£5 for every day of 
default. 


£10. 


£5 for every day of 
default. 


£5 for every day of 
default. 


£100. 


£10. 


£5 for every day 
of default. 


1 See note on page 312, 


s.M.—1] 
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Act or Omission. 


Failure in creditors’ winding 
up of person obtaining order 
deferring dissolution or an- 
nulling dissolution of com- 
pany to lodge office copy 
with Registrar (Section 245). 

Failure of liquidator in volun- 
tary windirg up to lodge with 
Registrar notice of his 
appointment within twenty- 
one days thereafter (Section 
250, Sub-section 2). 

Offences in relation to affairs of 
company before or during 
winding up (Section 271). 

Destruction, mutilation, or 
falsification of books (Section 
272). 


Fraud by officers of company 
which has gone into liquida- 
tion (Section 273). 


Failure during two years pre- 
ceding winding up to keep 


proper books of account 
(Section 274). 
Carrying on business with 


intent to defraud creditors 
or others or for other fraudu- 
lent purposes (Section 275). 


Acting as direetor in contra- 
vention of order of Court 
(Section 275). 

Misapplication of money or pro- 
perty of company (Section 
276). 


Failure to give assistance in 
prosecution of delinquent 
directors (Section 277). 


Persons liable. 


Penalty. 


The person on whose 
application order 
was made. 


The liquidator. 


Past or present direc- 


tor,! manager, or 
other officer. 
Directors, managers, 


officers, and contri- 
butories. 


Any person a director, 
manager, or other 
officer when offence 
committed. 

Every director, man- 
ager, and _ other 
officer knowingly a 
party to the default. 

Directors, past or pre- 
sent. 


Any person. 


Persons taking part in 
formation or promo- 
tion of company and 
any past or present 
director, manager, 
liquidator, or other 
officer. 

Person in default. 


£5 for every day 
of default. 


£5 for every day of 
default. 


Imprisonment and 
fines. 


Guilty of a mis- 
demeanour, and 
liable to imprison- 


ment for two 
years, with or 
without hard 
labour. 
Imprisonment. 
Imprisonment. 


Court may order 
guilty persons to 
be personally . 
lable for debts 
of company. 
Liable also to 
imprisonment, 

Imprisonment. 


Liable in damages, 
notwithstanding 
liability to 
criminal prosecu- 
tion. 


Liable to pay costs 
of application to 
Court to enforce 
section. 


1 Includes any person in accordance with whose directions or instructions the directors have been 


accustomed to act. 
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Act or Omission. 


Persons liable. 


Body corporate acting as liqui- 
dator (Section 278). 


Failure to disclose in every 
invoice or order for goods or 
business letter that company 
is being wound up (Section 
280). 


Contravention of Board of 
Trade Order as to disposal 
of books (Section 283). 


Failure by liquidator to make 
periodical statement of pro- 
ceedings (Section 284, Sub- 
section 3). 


Falsely claiming to be a 
creditor or contributory 
(Section 284, Sub-section 3). 


Failure to lodge copy of order 
of Court declaring dissolu- 
tion void (Section 294). 


Body corporate acting as re- 
ceiver (Section 306). 


Failure to show on invoices 
&c. that receiver or manager 
appointed (Section 308). 


Failure of receiver or manager 
appointed under powers con- 
tained in instrument to lodge 
with Registrar abstract of 
receipts and payments whilst 
acting as receiver or manager 
and on ceasing to so act 
(Section 310). 


Failure of company to make 
any return required by Act to 
be made (Section 315). 


Body corporate. 


The company and 
every director, man- 
ager, secretary, or 
other officer, and 
every liquidator and 
every receiver or 
manager knowingly 
or wilfully authoris- 
ing or permitting 
the default. 


Any person. 


Liquidator. 


Any person. 


Person on whose appli- 
cation order made. 


Body corporate. 


The company and 
every director, man- 
ager, secretary, or 
other officer, and 
every liquidator and 
every receiver or 
manager. 

The receiver or man- 
ager. 


The company and 
_ officers responsible 
for default. 


Penalty. 


£100. 


£20. 


£100. 


£50 for every day 


of default. 

Punished as for 
contempt of 
Court. 


£5 for every day 
of default. 


£100. 


£20. 


£5 for every day of 
default. 


On application by 
member or credi- 
tor or Registrar 
Court may order 
default to be 
made good and 
persons respon- 
sible to pay costs. 
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Act or Omission. 


Persons liable. 


Penalty. 


Failure to comply with require- 
ments of Part XI of the Act 
by companies incorporated 
outside Great Britain having 
a place of business in Great 
Britain (Section 351). 


Offering shares of foreign com- 
panies unlawfully (Section 
354). 


House-to-house offer of shares 
for subscription or sale, 
or offer without specified 
particulars (Section 356). 


False statements in returns 


&c. (Section 362). 


Trading under name of which 
“Limited’”’ is last word 
without being duly incor- 
porated with limited liability 
(Section 364). 


Neglect to set forth facts and 
circumstances affecting 
stamp duty (Stamp Act, 
1891, Section 5). 


Neglect to cancel adhesive 
stamp (Stamp Act, 1891, 
Section 8, Sub-section 3). 


Registering or entering instru- 
ment not duly stamped 
(Stamp Act, 1891, Section17). 


Executing, granting, issuing, 
or delivering out unstamped 
letter of allotment, letter of 
renunciation, scrip certificate, 
or scrip (Stamp Act, 1891, 
Section 79). 


Using unstamped proxy (Stamp 
Act, 1891, Section 80, Sub- 
section 3). 


Giving a receipt liable to duty 
not duly stamped or refusing 
to give receipt duly stamped 
(Stamp Act, 1891, Section 
103). 


The company and 
every officer or agent 
of the company. 


Any person. 


Persons guilty. 


Persons making. 


The person or persons 
so trading. 


Persons neglecting &c. 
and persons exe- 
cuting instruments 
not setting forth 
&c., with intent to 
defraud. 


Person required by 
law to cancel. 


The person whose office 
it is to register or 
enter. 


Any person who makes 
default. 


Every person making, 


executing, voting, 
or attempting to 
vote by. 


Any person who gives 
such receipt. 


£50, or £5 for every 
day during which 
the failure con- 
tinues. 


£500. 


Imprisonment and 
fine. 


Fine, with or with- 
out imprison- 
ment. 


£5 for every day 
upon which such 
name has _ been 
used. 


£10. 


£10. 


£10. 


e205 


£50. 


£10. 
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Act or Omission. 


Persons liable. 


Issuing share warrant or in- 
strument to bearer having 
like effect, not duly stamped 
(Stamp Act, 1891, Section 
107; Finance Act, 1899, 
Section 5). 

Issuing stock certificate to 
bearer, or instrument having 
like effect, not duly stamped 
(Stamp Act, 1891, Section 
109; Finance Act, 1899, 
Section 5). 

Neglect to deliver a statement 
of loan capital (Finance Act, 
1890, Section 8). 


Assigning &c. instruments 
chargeable with duty under 
Section 4 of Finance Act, 
1899, not duly stamped. 

Not stamping and filing state- 
ment of increase of capital 
(Revenue Act, 1903). 


Non-compliance with Assur- 
ance Companies Act, 1909 
(The Act, Section 23). 


Forging &c. share warrants 
and coupons (Forgery Act, 
1913). 

Perjury (Section 281 ; and The 
Perjury Act, 1911). 

Knowingly signing document 
false in any particular and 
required by The Assurance 
Companies Act (Section 24). 


The company, and 
managing director, 
secretary, or other 
principal officer. 


Any person issuing. 


The company. 


Any person so assign- 
ing. 


The company. 


The company and 
every director, man- 
ager, secretary or 
other officer or agent 
of the company 
knowingly a party 
to the default. 


Any person who forges, 
&e. 


Any person who com- 
mits. 
Persons signing. 


Penalty. 


£50. 


£50. 


£10 per cent. in 
addition to the 
duty, and a like 


sum for every 
month after the 
first month during 
which default con- 
tinues. 

£20. 

Amount of duty 


with interest at 
5 per cent. per 
annum from date 
of passing resolu- 
tion, recoverable 
as a debt to His 
Majesty. 

£100, or, in case of 
continuing de- 
fault, £50 for 
every day of de- 
fault. If con- 
tinued for three 
months after 
notice, ground 
for winding up. 

Fourteen years or 
less sentence. 


Penalties of wilful 
perjury. 

Guilty of a mis- 
demeanour; fine 
and imprison- 
ment, or fine of 
£50. 
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Aut duties, except where express provision is made to the 
contrary, are to be denoted by impressed stamps only (Stamp 
Act, 1891, Section 2). Impressed stamps are therefore the rule, 
and adhesive the exception. 

An instrument the duty upon which is required (or per- 
mitted) to be denoted by an adhesive stamp is not properly 
stamped unless the person required to cancel such adhesive 
stamp does so by writing on or across it his name or initials, or 
the name or initials of his firm, together with the true date of 
his so writing. The penalty for neglect is ten pounds. 

An adhesive stamp cannot, as a rule, be affixed to an 
instrument after signature or delivery, but persons to whom 
bills of exchange payable on demand are presented unstamped 
may stamp the same. 

From what has been said it will be seen that where an 
impressed stamp is used signature alone is necessary; where the 
stamp is adhesive, cancellation as well as signature is required. 
In practice, therefore, impressed are nearly always used in pre- 
ference to adhesive stamps. 

An appropriated stamp is a stamp which, by words on the 
face of it, is appropriated to any particular description of 
instrument. 

Where the duty with which an instrument is chargeable 
depends on the duty paid upon another instrument, the duty 
may, upon application to the Commissioners of Inland Revenue, 
be denoted by means of a denoting stamp. 

The Commissioners may adjudge the stamp duty to which 
any deed or instrument is liable, and affix a stamp denoting it to 
be properly stamped, after which the sufficiency of the duty 
cannot be questioned. The Commissioners may also adjudge 
deeds as not being liable to stamp duty. 

Secretaries of companies are required to see that instruments 
chargeable with stamp duty are properly stamped before regis- 
tration or entry. If there is any reason to doubt the sufficiency 


‘ The particulars of the stamps on various instruments are given briefly on pages 342 et seg., 
post, under the heading “‘ SUMMARY OF DUTINS ON VARIOUS DOCUMENTS,” to which the reader’s 
attention is especially directed. 
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of the stamp affixed to any document (e.g. a transfer deed), the 
secretary should make inquiry before accepting the document. 

A company is not bound by the consideration stated in the 
transfer. Registration may be properly refused if the stamp is 
not adequate to the real consideration.* 

The Registrar of Companies will decline to register a docu- 
ment which he considers improperly stamped.? In any case 
of doubt the Board of Inland Revenue may be asked to 
adjudicate upon and assess the duty. The stamp duties charged 
upon registered bonds, mortgages, debentures, and other 
securities for money which are transferable only by instrument 
of transfer ; upon bonds, debentures, and other securities payable 
to bearer, or transferable otherwise than by an instrument of 
transfer; and upon substituted securities, are set out in 
Table III, page 337, post. 

Persons executing instruments in which all the facts and 
circumstances affecting their liability to ad valorem duty, or the 
amount of such duty, are not fully stated, or who, being em- 
ployed or concerned in the preparation of any instrument, 
neglect to set forth such facts and circumstances, are liable to a 
penalty of ten pounds. 

In the case of substituted securities of any description 
chargeable with a reduced rate of duty, the duty can only be 
impressed thereon upon presentation at the chief Stamp Office 
in London of both the original and substituted securities. 

Transfers on sale of any stock, shares, or marketable 
securities of any kind are chargeable with stamp duty according 
to Table IV, page 338, post. 

A marketable security means a security of such a description 
as to be capable of being sold in any stock market in the 
United Kingdom. A security is capable of being sold in a stock 
market although there may be no quotation in any official list. 

As to the stamp where debentures are redeemable at a sum 
in excess of amount advanced see page 296, ante. 

Bills of exchange and promissory notes are subject to the 
following regulations: A stamp of twopence, which may be 
adhesive, is necessary for a bill of exchange payable on demand 
or at sight, or on presentation, or within three days after date 


1 Maynard v. Kent Collieries Corporation, [1903] 2 K, B, 121. 
2 The Queen v. The Registrar of Joint Stock Companies, 21 Q. B. D. 131. 
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or sight. Bills of exchange of any other kind, and promissory 
notes drawn or expressed to be payable, or actually paid, or 
endorsed, or in any manner negotiated in Great Britain and 
Northern Ireland, are chargeable with ad valorem duty accord- 
ing to Table V, page 339, post. 

The Stamp Act, 1891, Section 115, empowers the Com- 
missioners of Inland Revenue, if in their discretion they think 
proper, to agree with companies for the composition of the 
stamp duties chargeable on transfers of their stock and shares; 
and on share warrants, on payment of the duty of sixpence 
per cent. half-yearly on the nominal amount of all the stock 
and shares of the company, or the paid-up amount thereof if the 
whole sums payable in respect thereof have not been paid up. 

Sub-section 6 of Section 115 of The Stamp Act, 1891, further 
empowers any company entering into an agreement for com- 
position to charge the full amount of duty upon any transfer 
or upon the issue of any share warrant or stock certificate which 
would have been chargeable if no such agreement had been 
entered into, in addition to the usual transfer fee or fee 
chargeable by the company for the issue of such a warrant or 
certificate. 

Applications for permission to compound for stamp duties 
should be addressed to the Secretary to the Board of Inland 
Revenue, Somerset House, London, and should contain the 
following particulars :— 


1. Date of registration. 
. Number of shares. 
. Nominal amount of shares. 


2 
3 
4. The amount paid up on each share. 
5. Present market value of shares. 

6 


. Whether it is proposed to register transfers of the 
shares on the same terms as at present, or to charge 
an equivalent of the stamp duty under the authority 
given by Section 115 of The Stamp Act, 1891. 


7. The amount of stamp duty paid on transfers during 
each of the past three years, or from the date of 
registration of the company if within that period, 
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The following is a form of an account to be delivered with a 
view to composition :— 


An Account or THE SHARES, STocK, AND FuNpDED Dest or THE 


, delivered in pursuance 


of Section 115 of The Stamp Act, 1891 (54 & 55 Vict., Ch. 39). 


Number of Amount paid 
ae Shares . in respect of 
Description of ; Nominal Total 
Shares, Stock, and Ws np e amount of each each onhy o Amount 
Funded Debt. weer? oer Share. idee apres paid. 


case may be). Stock. 


Total amount of the Shares, Stock, and Funded £ 
Debt in respect of which payment has been made 

I declare that the above is a full and true account of all the Shares, 
Stocks ands Mundeda Debt som hoe ss seme mene see es existing 
at this date. 


I certify that the duty, at the rate of One Shilling for every £100, and 
any fractional part of £100, payable half-yearly in respect of the above 
Stock, for the period from____________ LO meeeen eee ey ig) See oe Paso 


Accountant and Comptroller-General. 
Assess) the! dutysatioe. ae mee ees 
s.M.—11* 
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The nominal capital of a company limited by shares is 
liable to capital duty and fee stamps.‘ As to capital duty 
The Stamp Act, 1891, enacts that there must be delivered to 
the Registrar of Companies a statement of the amount of 
nominal capital to be raised by shares of any company to be 
registered with limited liability, and a statement of the amount 
of any increase of registered capital of any company now 
registered or to be registered, and every such statement is 
charged with an ad valorem stamp duty of ten shillings for 
every one hundred pounds and any fraction of one hundred 
pounds of the amount of such capital or increase of capital as 
the case may be.?. This duty is shown in the second column of 
Table I, given on page 333,. post. 

The fees (called ‘‘ fee stamps ’’ or ‘‘ registration stamps ’’) 
payable to the Registrar of Companies upon registration under 
the Act are set out in three Tables which are given in the 
Tenth Schedule to the Act, as follows :— 


I. By a Company Havinea A SHARE CAPITAL. 


For registration of a Company the nominal share capital of which £ s8. d. 
does not exceed £2000 2 0 


For registration of a Company the nominal share capital of which 
exceeds £2000, the following fees,'regulated according to the 
amount of nominal share capital: that is to say— 


For every £1000 of nominal share capital, or £ s. d. 
part of £1000, up to £5000 ts OTeO 
For every £1000 of nominal share capital, or 
part of £1000, after the first £5000, up to 


£100,000 : . - : 05, 10 


For every £1000 of nominal share capital, or 
part of £1000, after the first £100,000 . 0 1 0 


For registration of any increase of share capital made after the 
first registration of the Company, the same fees per £1000, 
or part of £1000, as would have been payable if the increased 
share capital had formed part of the original share capital 
at the time of registration: 


1 As to nominal capital see page 168, ante. 
2 Stamp Act, 1891, Section 112, as amended by The Finance Act, 1899, Section 7, The Finance Act, 
1920, Section 39, and The Finance Act, 1933, Section 41. 
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Provided that no Company shall be liable to pay in respect of 
nominal share capital, on registration or afterwards, any 
greater amount of fees than £50, taking into account in the 
case of fees payable on an increase of share capital after 
registration the fees paid on registration. 


For registration of any existing Company, except such com- 
panies as are by the Act exempted from payment of fees in 
respect of registration under the Act, the same fee as is 
charged for registering a new Company. 


For registering any document by the Act required or 
authorised to be registered or required to be delivered, sent, 
or forwarded to the Registrar other than the Memorandum or 
the abstract required to be delivered to the Registrar by a 
receiver or manager, or the statement required to be delivered 
to the Registrar by the liquidator in a winding up in 
England : 4 : : 


For making a record of any fact by this Act required or 
authorised to be recorded by the Registrar : 
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Ses ds 
a 
0 5 0 


The fees payable on the Memorandum of Association in 
accordance with the foregoing Table are shown in the third 


column of Table I, page 333, post. 
In addition to the capital duty and fee stamps, a 


further 


deed stamp of ten shillings must be impressed on the Memo- 


randum of Association. 


II. By a Company Nor Havine a SHARE CAPITAL. 


For registration of a Company the number of Members of which, 
as stated in the Articles, does not exceed 25 


For registration of a Company the number of Members of which, 
as stated in the Articles, exceeds 25 but does not exceed 100, 
the above fee of £2 with an additional £1 for every addi- 
tional 25 members or less after the first 25. 


For registration of a Company the number of Members of which, 
as stated in the Articles, exceeds 100, but is not stated to 
be unlimited, a fee of £5, with an additional 5s. for every 
additional 50 Members or less after the first 100. 


For registration of a Company in which the number of Members 
is stated in the Articles to be unlimited 


For registration of any increase in the number of Members made 
after the registration of the Company in respect of every 
50 Members, or less than 50 Members, of that increase 


Sag. 
PRU (0) 
a OmOEEO 
Oma mn O 
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[Provided that no Company shall be liable to pay on the whole £ s. 4. 
a greater fee than £20 in respect of its number of Members, 

taking into account the fee paid on the first registration of 

the Company.] 


For registration of any existing Company, except such Companies 
as are by this Act exempted from payment of fees in respect 
of registration under this Act, the same fee as is charged 
for registering a new Company. 


ry 
° 
A 


registering any document by this Act required or authorised 
to be registered or required to be delivered, sent, or for- 
warded to the Registrar, other than the Memorandum or the 
abstract required to be delivered to the Registrar by a 
receiver or manager, or the statement required to be delivered 
to the Registrar by the liquidator in a winding up in England 0 5 0 


For making a record of any fact by this Act required or 
authorised to be recorded by the Registrar A : nue 0, om O 


The fee stamps payable on the Memorandum of Association 
in accordance with the foregoing Table are shown in Table II, 
given on page 336, post. 


TlI. By a Company to wuHicH Part XI‘ or tHe Act APpPLigs. 


For registering any document required to be delivered to the £8. 4 
Registrar under Part XI (except documents required to be 
delivered under Section 353) . ; 5 : 5 AUP ay 


TABLE I.’ 


Showing the amount of Duties and Fees payable on the 
Registration of the Memorandum and Articles* of Association 
of a Company Limited by Shares, and on the prescribed Forms 
of Declaration of Compliance with Requirements of the Act 
(Form No. 41) and Statement of Nominal Capital (Form No. 
25) on which the ad valorem duty on Capital is impressed ‘:— 


1 Part XI deals with companies incorporated outside Great Britain carrying on business in Great 
Britain. 


2 See also page 336, post. 


8 Where special Articles are not registered with the Memorandum the total amount will in each 
case be 15s. less than above stated. 


4 For stainps payable on Registration of Forms required under the Companies Acts see page 
335, post. 
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one Ree Stam Deed Deed Fee FeeStamp ‘Total 
ominal Duty on P Stamp Stamp Stamp on Declara- Du 
Oapital. Oapital. nyms on on on tion of an 
Memo. Articles. Articles, Compliance. Fees. 
£100 £0, 10s ~ $2, 40 10s. 10s. 5s. 5s. £4 0 
500 2 10 2 0 10s. 10s. 5s. 5s. 6 0 
1,000 5 0 2 0 10s. 10s. 5s. 5s. 8 10 
1,500 7 10 2 0 10s. 10s. 5s. 5s. ll Oo 
2,000 10 0 21 40 10s. 10s. 5s. 5s. 13 10 
2,500 12 10 3.0 10s. 10s. 5s. 5s. 17 0 
3,000 16 0 3 0 10s. 10s. 5s. 5s. 19 10 
3,500 17 10 4 0 10s. 10s. 5s. 5s. 23 «0 
4,000 20 0 4 0 10s. 10s. 5s. 5s. 25 10 
4,500 22 10 5 0 10s. 10s. 5s. 5s. 29 0 
5,000 25 0 5 0 10s. 10s. 5s. 5s. 31 10 
5,500 27 10 5 5 10s. 10s. 5s. 5s. 34 5 
6,000 30 0 5 56 10s. 10s. 5s. 5s. 36 15 
6,500 32 10 5 10 10s. 10s. 5s. 5s. 39 10 
7,000 35 0 5 10 10s. 10s. 5s. 5s. 42 0 
7,500 37 10 5 15 10s. 10s. 5s. 5s. 44 15 
8,000 40 0 5 15 10s. 10s. 5s. 5s. 47 5 
8,500 42 10 6 0 10s. 10s. 5s. 5s. 50 0 
9,000 45 0 6 0 10s. 10s. 5s. 5s. 52 10 
9,500 47 10 6 5 10s. 10s. 5s. 5s. 55 5 
10,000 50 0 6 5 10s. 10s. 5s. 5s. 57 16 
11,000 55 0 6 10 10s. 10s. 5s. 5s. 63 0 
12,000 60 0 6 15 10s. 10s. 5s. 5s. 68 5 
13,000 65 0 4% 0) 10s. 10s. 5s. 5s. 73 10 
14,000 «0 £0 Tmo 10s. 10s. 5s. 5s. 78 15 
15,000 75 0 7 10 10s. 10s. 5s. 5s. 84 0 
16,000 80 0 7 15 10s. 10s. 5s. 5s. 89 5 
17,000 85 0 8 0 10s. 10s. 5s. 5s. 94 10 
18,000 90 0 8 5 10s. 10s. 5s. 5s. 99 15 
19,000 95 0 8 10 10s. 10s. 5s. 5s. 105 O 
20,000 100 0 8 15 10s. 10s. 5s. 5s. 110 65 
25,000 125 0 10 0 10s 10s 5s. 5s. 136 10 
30,000 150 0 ll 6 10s. 10s. 5s. 5s. 162 15 
35,000 175 0 12 10 10s. 10s. 5s. 5s. 189 0 
40,000 200 0 13 15 10s. 10s. 5s. 5s. 215 5 
45,000 225 0 15 0 10s. 10s. 5s. 5s. 241 10 
50,000 250 0O 16 5 10s. 10s. 5s. 6s. 267 15 
55,000 275 0 UG 10s. 10s. 5s. 5s. 294 0O 
60,000 300 0 18 15 10s. 10s. 5s. 5s. 320 5 
65,000 325 0 20 0 10s. 10s. 5s. 5s. 346 10 
70,000 350 0 21 5 10s. 10s. 5s. 5s. 372 15 
75,000 375 0 22 10 10s. 10s. 5s. 5s. 399 0 
80,000 400 0 23 15 10s. 10s. 5s. 5s. 425 5 
85,000 425 0 25 0 10s. 10s. 5s. 5s. 4651 10 
90,000 450 0 26 5 10s. 10s. 5s. 5s. 477 15 
95,000 475 90 27 10 10s. 10s. 5s. 5s. 504 0 
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Nominal 
Capital. 


£100,000 
110,000 
120,000 
125,000 
130,000 
140,000 
150,000 
160,000 
170,000 
175,000 
180,000 
190,000 
200,000 
225,000 
250,000 
275,000 
300,000 
325,000 
350,000 
375,000 
400,000 
425,000 
450,000 
475,000 
500,000 
525,000 
550,000 
600,000 
650,000 
700,000 
750,000 
800,000 
850,000 
900,000 
950,000 
1,000,000 
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Duty on 
Capital. 


£500 
550 
600 
625 
650 
700 
750 
800 
850 
875 
900 
950 
1000 
1125 
1250 
1375 
1500 
1625 
1750 
1875 
2000 
2125 
2250 
2375 
2500 
2625 
2750 
3000 
3250 
3500 
3750 
4000 
4250 
4500 
4750 
5000 


Fee Stamp 
on Memo. 
of Assn, 


10 


_ 
OS S'S So O'S) SS SiS ce 


10s. 
10s. 


10s. 
10s. 


Fee 


on 


Fee Stamp Total 
Stamp on Declara- Duty 


tion of 


and 


Articles. Compliance. Fees. 


5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 


5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 
5s. 


£530 5 
580 15 
631 5 
656 10 
681 15 
732 5 
782 15 
833 5 
883 15 
909 0 
934 5 
984 15 

1035 5 

1161 10 

1287 15 

1414 0 

1540 5 

1666 10 

1792 15 

1919\0 

2045 5 

2171 10 

2297 15 

2424 0 

2550 5 

2676 10 

2801 10 

3051 10 

3301 10 

3551 10 

3801 10 

4051 10 
4301 10 

4551 10 

4801 10 

5051 10 


And so on at the rate of 10s. further capital duty for every 
additional £100, or fraction of £100, up to any amount. 
case of the fee stamp on the Memorandum the maximum is £50. 

Should the capital be subsequently increased, further duty 
must be paid thereon at the specified rate, and (unless the 
maximum fee stamp of £50 has been reached), the same fees 
are required per £1000, or part of £1000, as would have been 


In the 
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payable if such increased capital had formed part of the 
original capital at the time of registration. The forms required 
to be lodged are set out on pages 171 and 172, ante. 

In addition to the Stamp Duties and Fees above set out, 
a registration stamp of 5s. is payable on each of the following 
documents required (according to circumstances) under the 
Companies Act: viz.— 


Notice of Situation of Registered Office (to be lodged 
within twenty-eight days of incorporation of com- 
pany, or of any change in situation of office), 
Form 4; 


Particulars of Directors (within fourteen days of appoint- 
ment of first directors, or fourteen days of any 
change among the directors or in the particulars re- 
corded in the Register of Directors), Form 9; 


1 Return of Allotments, Form 45. 


And in the ease of a public company the further documents or 
forms: viz.— 


Prospectus; or 
Statement in Lieu of Prospectus, Form 55; 


Consent to act as Director where directors are named in 
the Articles, Form 42; 


‘Undertaking in writing by Directors to take and pay 
for Qualification Shares (where directors are named 
in the Articles but have not subscribed the Memo- 
randum for shares to the amount of this qualification) ; 
Agreement Stamp in addition, Form 42a; 


List of Persons who have consented to be Directors, 
Form 48; 


1 Declaration made on behalf of a Public Company before 
commencement of business, Form 44 (where com- 
pany has issued prospectus) or Form 44a (where 
company has lodged Statement in Lieu of Prospectus). 


Report prior to Statutory Meeting, Form 46. 


1 Not required to be filed by a Company Limited by Guarantee and not having a Oapital divided 
into Shares (see page 337). 
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TABLE II. 


Showing the Fees payable on the Registration of a Company 
not having a Capital divided into Shares :— 


Where the number of Members as stated in the Articles of £ s. d 
Association does not exceed 25 A s 5 2 Ore 
Exceeds 25 and does not exceed 50 oO 
” 50 2 75 4 0 ¢ 
” 75 ” 100 5 0 ¢ 
as 100 as 150 5. 5 6 
” 150 oF 200 510 ¢€ 
Pe) 200 PY 250 Giles ( 
” 250 PY) 300 65:04 
+e 300 34 350 ; : : R 65-556 
is 350 .> 400 3 : 3 ¢ CHO We 
7B 400 A 450 ‘ 2 : 5 615 
ae 450 35 500 : 5 F A FP BENG 
33 500 a5 550 : : : F TS ou 
a 550 * 600 is * : ‘ ilo 
pe 609 ie 650 ‘ F p 715 0 
5 650 aS 700 J : : s 80/40 
$3 700 ry 750 F <tee Saubyvae 
3 750 xs 800 é : : . 8 10 0 
a5 800 e> 850 : A 3 2 815 0 
yi 850 33 900 c : 4 < 9,40 © 
4 900 as 950 a 4 : 0.45.20 
55 950 eo 1000 4 2 ; ‘ 910 0 
», 1000 re 1050 - . : . 915 0 
», 1050 rn 1100 . : é «a 10150720 
a LOO + 1150 5 4 ‘ sel Oesoe ie 
EL OU a8 1200 : 2 cr O40 
» 1200 i 1250 5 : ‘ 710) 15-30 
90 91250 RS 1300 : & : ee hs 0 808 
» 1800 fs 1350 - : - anl115 26 
LODO is 1400 . F : alle lo 3G 


And an additional fee of 5s. for every 50 members, or less 
number than 50 members, up to 3100, which takes the maximum 
fee of £20. 

For registration of a company in which the number of 
members is stated in the Articles of Association to be unlimited, 
a fee of £20. 

For registration of any increase in the number of members 
made after the registration of the company, 5s. for every 50 
members, or less than 50 members, of such increase, but no 
company is liable to pay on the whole of its members a greater 
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fee than £20, taking into account the fee paid on the first regis. 
tration of the company. 

On registration of a Company not having a Capital divided 
into Shares, the same Deed Stamps on the Memorandum and 
Articles and the same Fee Stamps on the Articles and 
Declaration of Compliance with the Act are required as in the 
ease of a Company Limited by Shares. The further documents 
set out on page 335 are also required, in the appropriate cir- 
cumstances, except only the Prospectus and those forms dis- 
tinguished by an asterisk, which forms deal solely with Shares. 


TABLE III. 


Showing the ad valorem Duties on Registered Bonds, Mort- 
gages, Debentures, and other Securities for Money transferable 
only by instrument of transfer *:— 


1. Being the only, or principal, or primary security for the pay: 
ment or repayment of money— 


s. d. 

Where the amount secured does not exceed £10 ORES 
Exceeds £10 and does not exceed £25 0 8 
a 25 5 50 13 

2? 50 ” 100 2 6 

a 100 Bs 150 3 9 

3 150 3 200 5 0 

“A 200 - 250 4 Gy 18} 

e 250 Bs 300 é 5 ; 7 6 
For every additional £100, or fractional part of £100 2 6 


2. Being a collateral, or auxiliary, or additional, or substi- 

tuted security, or by way of further assurance for the 

above-mentioned purpose, where the principal or primary 
security is duly stamped :— 


1 If Debentures are certainly redeemable on a fixed date at a sum in excess of the amount advanced, 
duty is chargeable on the additional amount as well as on the face value of the Debenture (Rowell 
& Son v. Commissioners of Inland Revenue, [1897] 2 Q. B. 194); but if the Debentures are redeemable 
on a fixed date at par, with an option to redeem earlier at a premium, no duty is payable on the 
premiym, See page 311, ante, as to Duty on Statement of Loan Capital, 
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For every £100, and also for any fractional part of £100, or s. d. 
the amount secured with a minimum duty of 10s. ry Me 


N.B.—Debentures to Bearer pay a duty of 4s. for every £10 and 
fractional part of £10 secured, or if given in substitution for a like 
security duly stamped, then 2s. for every £20, or fractional part of £20, 
secured. So that if a security payable to bearer is issued in substitution 
for a registered security transferable only by instrument of transfer, this 
reduction does not apply, and the duty is 4s. for every £10 or fraction 
thereof. The reduced rate of duty will only be impressed upon presenta- 
tion of both the original and substituted securities at the Chief Stamp 
Office in London at a date prior to the expiration of the original securities. 


TABLE IV. 


Showing the ad valorem Duties on Transfer on Sale of Stock, 
Shares, and Marketable Securities :— 


Where the amount or value of the consideration for the sale £ s. d. 


does not exceed £5. O ata) 

Exceeds £5 and does not exceed £10. , . 3 we Ope 2 
i 10 oe Toe. = ; ‘ AS RP 
a 15 ms 20 0 4 0 
ae 20 oe 25 03570 
ae 25 33 50 010 O 
3 50 rs 75 015 O 
np 75 An 100 ez 02.0 
56 100 _ 125 ba. 
5 125 r, 150 L100 
of 150 A 175 : Li15990 
% 175 a 200 2 0 FO 
A 200 mF 225 2.5) © 
9 225 3 250 210 O 
7 250 35 275 215 0 
% 275 op 300 et) 
” 300 *” 350 310 0 
»» 350 BS 400 4 0 0 
9 400 35 450 4°10) 6 
Py) 450 ap 500 . 2 ae We a) 
And for every additional £50 or part of £50 . OF LOG 


A transfer of stock, shares, or marketable securities by way of voluntary 
disposition inter vivos is charged with ad valorem duty at the above rates 
on the value of the property transferred (Finance Act, 1910, Section 74). 
The amount of the duty payable must be adjudicated, and no transfer of 
this kind should be registered unless it bears the adjudication stamp of the 
Commissioners of Inland Revenue. See ante, page 258, and page 345 
under “ Mortgage.” 
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TABLE V. 


Showing the ad valorem Duties on Bills of Exchange and 
Promissory Notes :— 


Where the amount or value of the money for which the Bill £ s. d. 
or Note is drawn or made does not exceed £10 . Ove On s2 
Exceeds £10 but does not exceed £25 . Ove. 0 a3: 
” 25 > 50 Oss 0EnG 
5 50 “A 75 O-L0F9 
7.5 75 a 100 OF =-0 

* 100, for every £100, and also for Bay iaatiodal pars 
of £100, of such amount or value OF Heo 


The foregoing Duties refer to Inland Bills (i.e. Bills drawn and ex- 
pressed to be payable within Great Britain and Northern Ireland) and must 
be denoted by appropriated stamps impressed before execution. 

The Duties on Bills drawn and expressed to be payable out of Great 
Britain or Northern Ireland and actually paid, endorsed, or negotiated in 
Great Britain or Northern Ireland, should be denoted by adhesive stamps, 
and are the same as above up to £25. For sums exceeding £25 and not ex- 
ceeding £100 the duty is 6d.; and for amounts exceeding £100, 6d. for 
every £100, or fractional part of £100 (Finance Act, 1899, Section 10). 


N.B.—A Bill of Exchange payable on demand, at sight or within three 
days after date or sight requires a stamp of 2d. only. 


TABLE VI. 


Showing the ad valorem Duties on Contract Notes :— 


Where the value of the Stock or Marketable aed 2&8) dd. 
is £5 and does not exceed £100 - 6 Oe OG 
Exceeds £100 ” £500 : : : ce AU Kt 
Ss 500 6 1000 0 2 0 

» 1000 » 1500 3° © 

»» 1500 Be 2500 Ome. 6 


For every £2,500, or part of £2,500, the duty is 2s. up to a maximum 
of £1 for £20,000 or greater value. 
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TIME FOR STAMPING INSTRUMENTS. 


Except where express provision is made to the contrary, any 
unstamped or insufficiently stamped instrument may be stamped 
after execution, on payment of the unpaid duty and a penalty of 
ten pounds, and also by way of further penalty, where the 
unpaid duty exceeds ten pounds, of interest on such duty at the 
rate of five pounds per centum per annum from the day upon 
which the instrument was first executed up to the time when 
such interest is equal in amount to the unpaid duty (Stamp 
Act, 1891, Section 15). This rule is subject to the following 
provisions :— 


(i) Any unstamped or insufficiently stamped instrument, 
which has been first executed at any place out of the 
United Kingdom, may be stamped at any time within 
thirty days after it has been first received in the 
United Kingdom, on payment of the unpaid duty 
only. 

(41) The Commissioners may, if they think fit, in a proper 
case remit the penalty or penalties, or any part 
thereof. 


Under the second provision the Commissioners of Inland 
Revenue generally allow an executed instrument to be stamped 
on payment of the duty without penalty within thirty days after 
execution. There are the following very important exceptions :— 


(i) Agreements under hand only liable to a sixpenny 
stamp must generally be stamped within fourteen 
days to avoid penalty. 


(11) On letters of allotment and renunciation, scrip certi- 
ficates, and share warrants, if stamped after execu- 
tion, the penalty as well as the duty is required to 
be paid. 

(ili) Bills of exchange and promissory notes written on 

' material bearing an impressed stamp of sufficient 
amount, but of improper denomination, may be pro- 
perly stamped on payment of the duty and a penalty. 
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In no other case can a bill or promissory note be 
stamped with an impressed stamp after execution 
(Stamp Act, 1891, Section 37). 


(iv) Proxies and voting papers, executed within the United 
Kingdom, liable to duty of one penny cannot be 
stamped after execution. 


Transfers of shares and debentures which are chargeable 
with ad valorem duty, unless written upon duly stamped 
material, must be stamped within thirty days after execution 
(Stamp Act, 1891, Section 15). 
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SUMMARY OF DUTIES AND .FEES ON VARIOUS 
DOCUMENTS. 


Tur following list, arranged alphabetically, of duties and fees 
‘on the documents which chiefly concern secretaries of companies 
may be found useful :— 
Affidavit (except where Statutorily exempted)—2s. 6d., 
impressed. ; 
Agreement under hand only and not otherwise chargeable 
with any duty (except where the matter thereof is 
not of the value of £5 or is otherwise exempt under 
the Act)—Stamp 6d., impressed or adhesive; under 
seal, 10s. impressed. 

Allotment, Letter of (see ‘‘ Letter of Allotment ’’). 

Annual Return and Summary—ds. fee stamp, impressed. 

Articles of Association (on incorporation of company)— 
10s. deed stamp and 5s. fee stamp, both impressed. 

Attestation by Notary Public (see ‘‘ Notarial Act ’’). 

Bill of Exchange not payable on demand—Stamp ad 
valorem according to Table V, page 339, post, im- 
pressed and appropriated. 

Bill of Exchange payable on demand or at sight, or on 
presentation, or within three days after date or sight 
—2d., impressed or adhesive. 

Bill of Sale—Absolute, as on a Conveyance on Sale; by way 
of security, as on a Mortgage. 

Bond to secure repayment of money (see ‘‘ Debenture,’’ and 
Table III, page 337, post). 

Certificate of Birth, Marriage, Death, or Burial—ld., 
impressed or adhesive. 

Cheque—2d., impressed or adhesive. 

Consent of Board of Trade to Change of Name—5s. fee 
stamp, impressed. 

Consent to act as Director—5s. fee stamp, impressed. 

Contract as to Shares not paid for in cash—5s. fee stamp, 
in addition to any other stamp duty. 

Contract Note—Ad valorem duty according to Table VI, 
page 339, post, adhesive and appropriated. Any 
contract under which an option is given or taken to 
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purchase or sell any stock or marketable securities 
is chargeable with one half the duty chargeable on 
a contract note and any contract note made in pur- 
suance of such an option, which bears a certificate 
by a broker or agent that it is so made, is charge- 
able with one half the duty which would otherwise 
have been chargeable. 

Conveyance on Sale (see ‘‘ Purchase Deed ’’). 

Cost Book Mines, Transfer of Shares in—6d., impressed or 
adhesive. 

Coupon or Warrant for Interest ‘‘ attached to and issued 
with ’’ any security is exempt from duty. The 
exemption only applies to coupons attached to and 
issued with securities (see page 288, ante). 

Debenture to Bearer—4s. for every £10 and fractional part 
of £10, impressed (see also ‘‘ Marketable Security ’’). 

Debenture, other than to Bearer—Ad valorem, according 
to Table III, page 337, ante, impressed. ; 

Declaration of Compliance with the Requirements of The 
Companies Act, 1929—4s. fee stamp, impressed. 

Declaration that the Conditions of Section 94, Sub- 
section 1 (a) and (b), of The Companies Act, 1929, 
have been complied with—5s. fee stamp, impressed. 

Deed or Agreement under Seal—10s., impressed, and any 
other duty chargeable. 

Dividend Warrant—2d., impressed or adhesive. 

Document under Seal of Company—10s., and any other 
duty chargeable. 

Extraordinary Resolution—5s. fee stamp, impressed, on 
copy for filing. 

Final Order for Dissolution—5s. fee stamp, impressed. 

Final Winding-up Meeting on conclusion of Voluntary 
Winding Up, Return of—5s. fee stamp, impressed. 

Foreign Bill of Exchange payable on demand or at sight, 
or on presentation, or within three days after date or 
sight—2d. adhesive. 

Foreign Bill of Exchange payable otherwise than last 
mentioned—Stamp ad valorem according to Table V, 
page 339, ante, adhesive and appropriated. 

Foreign Bill of Exchange drawn and expressed to be pay- 
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able out of the United Kingdom, not payable on 
demand or within three days, paid, negotiated, or 
endorsed in the United Kingdom—Stamp ad 
valorem as above (Table V, page 339, ante). 

Annual Return—5s. fee stamp, impressed. 

Indemnity, Letter of (see ‘‘ Agreement under hand only ’’). 

Instrument to Bearer not being Share Warrant or Stock 
Certificate to Bearer by means of which any share or 
stock of a company out of United Kingdom is after 
1st August, 1899, assigned, transferred, or in any 
manner negotiated in the United Kingdom—3ad. for 
every £25, or fractional part of £25, of nominal 
value of share or stock, impressed. 

Letter of Allotment—under £5, 1d.; £5 and over, 6d., 
impressed.* 

Letter of Renunciation—under £5, 1d.; £5 and over, 6d., 
impressed or adhesive.* 

List of Persons who have Consented to become Directors— 
5s. fee stamp, impressed. 

Marketable Securities transferable by delivery, made or 
issued by or on behalf of any company or body of 
persons formed or established in the United King- 
dom, or by or on behalf of any foreign State or 
Government or foreign body, corporation, or com- 
pany, which (the interest being payable in the United 
Kingdom) are in any manner negotiated in the 
United Kingdom, are chargeable with 4s. for every 
£10 or fractional part of £10; save as to those 
bearing date or signed after 3rd June, 1862, and on 
or before 6th August, 1885, which are chargeable with 
four times the rate of duty set out in Table III, 
page 337, ante. Under the provisions of the Treaty 
of Peace with Turkey of July, 1923, certain securities 
issued under the Treaty are exempt by Section 37 of 
The Finance Act, 1924, from duty in the territory 
of the contracting parties. 

Memorandum of Association—10s. deed stamp, impressed; 
ad valorem fee stamp not to exceed £50, impressed; 
ad valorem capital duty (on Statement of Nominal 


1 This applies in the case of a fractional part of a share (Revenue Act, 1909, Section 9). 
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Capital filed with Memorandum), impressed (see 
Table I, page 332, ante). 

Memorandum of Association altered under the Act—ds. fee 
stamp, impressed, on printed copy for registration. 

Memorandum of Satisfaction of Mortgage or Charge—ds. 
fee stamp, impressed. 

Minute on Reduction of Capital for registration—5s. fee 
stamp, impressed. 

Mortgage (see ‘‘ Debenture,’’ and Table III, page 337, ante). 

Mortgage of any Stock, Shares, or Marketable Securities— 
Chargeable according to scale of stamp duties set 
forth in Table III, page 337, ante. The instrument 
of transfer is charged with the fixed duty of 10s., 
impressed, but for the protection of Registering 
Officers, the Board of Inland Revenue has advised 
that such a document should not be admitted to 
registration unless there is annexed to the instrument 
either—(1) an explanation of the facts signed by 
both the transferor and the transferee; (2) a satis- 
factory certificate by a member of a Stock Exchange 
acting for one of the parties; or (3) a certificate 
by an accredited representative of a Bank to the 
effect that ‘‘ the transfer is excepted from Section 74 
of The Finance (1909-10) Act, 1910’’ (see also 
page 258, ante). Agreements under hand only, 
given upon the deposit of share warrants &c. or 
making redeemable duly stamped transfers of any 
registered stock or marketable securities, are charge- 
able with 6d. only (Section 23 of The Stamp Act, 
1891): 

Notarial Act, 1s. (except a Protest of a Bill of Exchange 
or Promissory Note)—Stamp may be adhesive. 

Note (see ‘‘ Promissory Note ’’). 

Notice of Appointment of Liquidator—5s. fee stamp, im- 
pressed. 

Notice of Change of Registered Office—5s. fee stamp, 
impressed. 

Notice of Consent by Liquidator of Old Company to New 
Company Taking its Name—Ss. fee stamp, impressed. 

Notice of Consolidation, Subdivision, or Cancellation of 
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Shares, or of Conversion of Shares into Stock or 
Reconversion of Stock into Shares, or of Redemption 
of Preference Shares—5s. fee stamp, impressed. 
Notice of Increase of Capital—Ad valorem fee stamp 
impressed, if maximum of £50 not paid on original 
Capital. In any case, 5s. fee stamp, impressed. 
Notice of Increase of Members by Companies not having 
Capital divided into Shares—Fee stamp, impressed, 
according to number of Members (see Tabie II, 
page 336, ante), and 5s. fee stamp, impressed. 
Notice of Situation of Registered Office, or of any Change 
thereof—ds. fee stamp, impressed. 
Option to Subscribe for Shares in a Company—2d. stamp, 


impressed. 

Order Altering Memorandum of Association—5s. fee stamp, 
impressed. 

Order Confirming Reduction of Capital—5s. fee stamp, 
impressed. 


Order of Court Sanctioning Compromise or Arrangement— 
5s. fee stamp, impressed. 

Order for Dissolution—ds. fee stamp, impressed. 

Order Rectifying Register (Copy of)—5s. fee stamp, im- 
pressed. 

Order, Winding-up (Copy of)—5s. fee stamp, impressed. 

Particulars of Contract (where Shares are allotted as fully 
or partly paid up otherwise than in cash and there is 
no agreement in writing)—4s. fee stamp, impressed, 
in addition to any other duty chargeable. 

Particulars of Mortgage or Charge—f£1 fee stamp, im- 
pressed.* 

Particulars of Series of Debentures—£1 fee stamp, im- 
pressed.* 

Particulars of further Issue of Debentures of a Series—5s. 
fee stamp, impressed. 

Particulars of Directors (filed within fourteen days of the 
appointment of the first directors or fourteen days 
of any change in the particulars specified in the 
Register of Directors)—5s. fee stamp, impressed. 


‘ Where the amount of the mortgage or charge, or of the entire series, does not exceed £200 the 
stamp is 10s, 
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Power of Attorney—Generally, 10s., impressed; but the 
following are exceptions:—Power of Attorney to 
Receive Dividends—For one payment, 1s., impressed ; 
for more than one payment, 5s., impressed. 

Promissory Note—Stamp ad valorem according to Table V, 
page 339, ante. 

Prospectus, by Public Company, offering Shares or Deben- 
tures to the public for subscription—5ds. fee stamp, 
impressed. 

Provisional Certificate—2d., impressed. 

Proxy—For specified Meeting, 1d., impressed or adhesive 
(cannot unless executed abroad be stamped after 
signature); for more than one Meeting, 10s., 
impressed, as a Power of Attorney. 

Purchase Deed or Assignment—If on sale, conveyance duty 
is chargeable on the total consideration at the rate set 
out in Table IV, page 338, ante. When the con- 
sideration does not exceed £500, and the deed con- 
tains a statement that the transaction does not form 
part of a larger transaction or series of transactions, 
for which the consideration exceeds £500, duty is 
chargeable at half the rate shown in Table IV. Ad 
valorem conveyance duty is chargeable on voluntary 
dispositions inter vivos on the value of the property 
transferred and the duty must be adjudicated. 

Receipt for £2 and upwards—2d., impressed or adhesive. 
A receipt for (inter alia) wages or salary does not 
require a receipt stamp (Stamp Act, Schedule, as 
amended by Finance Act, 1924, Section 36). The 
fees paid to directors, whether fixed by the Articles 
or voted in general meeting, are within this exemp- 
tion, but a receipt given for fees paid to auditors 
requires a receipt stamp. 

Renunciation, Letter of (see ‘‘ Letter of Renunciation ’’). 

Report to Members prior to Statutory Meeting of Public 
Company (Copy for Registration)—5s. fee stamp, 
impressed. 

Return of Allotments—5s. fee stamy), impressed. 

Serip or Serip Certificate—2d. impressed. 

Share Warrant and Instrument to Bearer having a like 
effect—Stamp of three times the amount of the ad 


848 SUMMARY OF DUTIES AND FEES ON VARIOUS DOCUMENTS. 


valorem stamp duty chargeable on a deed trans- 
ferring the shares or stock specified in the Warrant, 
if the consideration for the transfer were the nominal 
value of the shares or stock, impressed. 

Share Warrant by means of which any share of a company 
out of the United Kingdom is assigned, transferred, 
or negotiated in the United Kingdom after the 1st 
August, 1899—4s. for every £10, or fractional part of 
£10, of nominal value of shares to which the Warrant 
relates, impressed. 

Special Resolution—5s. fee stamp, impressed, on copy for 
filing. 

Statement of Amount of Loan Capital—2s. 6d. per cent., 
impressed. A statement need not be rendered, or 
duty paid, if the stamp duty payable in respect of a 
mortgage or marketable security has been paid on 
any trust deed or other document securing the loan 
capital proposed to be issued. In the ease of a duly 
stamped statement delivered after 9th August, 1907, 
in respect of loan capital which has been wholly or 
partly applied for the conversion or consolidation 
of existing loan capital, the company can claim re- 
payment of the duty charged on the statement at 
the rate of 2s. for every £100 of the capital included 
therein which has been so applied (Finance Act, 
1907, Section 10). 

Statement of Amount or Increase of Nominal Capital— 
Ad valorem capital duty, impressed (see Table I, 
page 332, ante). 

Statement of Amount or Rate of Commission paid or 
agreed to be paid in respect of Shares—5s. fee stamp, 
impressed. 

Statement in Lieu of Prospectus by Public Company not 
issuing a Prospectus—5s. fee stamp, impressed. 

Statement in Lieu of Prospectus on conversion of a Private 
Company into a Public Company—5s. fee stamp, 
impressed. 

Statutory Declaration (except where Statutorily exempted) 
—2s. 6d., impressed. 

Stock Certificate to Bearer and Instrument to Bearer having 
a like effect—Stamp duty, impressed. of three times 
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the amount of the ad valorem stamp duty chargeable 
on a deed transferring the stock specified in the 
Certificate, if the consideration for the transfer was 
the nominal value of such stock. 

Stock Certificate to Bearer by means of which any stock of 
a company out of the United Kingdom is assigned, 
transferred, or negotiated in the United Kingdom 
after the Ist August, 1899—4s. for every £10, or 
fractional part of £10, of the nominal value of the 
stock to which the Certificate relates, impressed. 

Transfer by way of Mortgage (see ‘‘ Mortgage ’’). 

Transfer by way of Voluntary Disposition inter vivos— 
Stamp ad valorem on value of property transferred 
(see page 258, ante). 

Transfer for Nominal Consideration only—1l0s., impressed 
(see page 258, ante). 

Transfer of Shares in Cost Book Mines (request or 
authority to register transfer, or notice of transfer) 
—6d., impressed or adhesive. 

Transfer on Sale of Marketable Security—Stamp ad 
valorem, impressed, according to Table IV, page 
338, ante. 

Transfer on Sale of Shares—Stamp ad valorem, impressed, 
according to Table IV, page 338, ante. 

Trust Deed to Secure Debentures—10s., impressed, if 
Debentures are duly stamped. 

Trust Deed to Secure Debenture Stock—Impressed stamp 
ad valorem as on a Mortgage, Table III, page 337, 
ante. 

Undertaking by Directors appointed by Articles of a Public 
Company or named in Prospectus or Statement in 
Lieu of Prospectus, to take from the Company and 
pay for Qualification Shares (if any). Agree- 
ment stamp on same 6d., each signature, unless 
qualification under £5. 

Underwriting Letter—Stamp 6d., impressed or adhesive, if 
under hand; under seal, 10s., impressed. 

Voting Paper (see ‘‘ Proxy ’’). 

Warrant for Dividend—2d., impressed or adhesive. 

Warrant for Interest (see ‘‘ Coupon ’’). 
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WINDING UP. 


TERE are three ways in which a company may be wound up— 


1. By compulsory winding up. 

2. By voluntary winding up. 

3. By voluntary winding up under supervision of the 
Court. 


A company may also be dissolved by being struck off the 
Register by the Registrar of Companies under Section 295. 
The companies so struck off by the Registrar are companies 
which he has reasonable cause to believe are not carrying on any 
business, or not in operation, or companies which are in course 
of being wound up where it appears to him that no liquidator 
is acting, or that the winding up is concluded. 

There cannot be a winding up except under the Act. 
Section 265, Sub-section 3, provides that ‘‘ Any conveyance or 
assignment by a company of all its property to trustees for the 
benefit of all its creditors shall be. void to all intents.’? An 
attempt was made to avoid the effect of this sub-section by the 
issue to a trustee of a debenture charging by way of floating 
charge all the assets of the company to secure a large sum to be 
applied for the benefit of all the company’s creditors. It was 
contended that this document, being a mere equitable charge, 
was not a ‘‘ conveyance or assignment ’’; but: the Court over- 
ruled this contention, describing the transaction as an attempt 
to have a clandestine winding up. 

In a winding up under supervision the Court exercises a 
general control over the proceedings. A winding-up order 
operates as a discharge of the secretary, a voluntary winding 
up may or may not have this effect.? 

The majority of cases of winding up are of the voluntary 
kind. The object of a voluntary winding up is frequently to 
dissolve a company for the purpose of reconstruction or amalga- 
mation, whereas a compulsory winding up is usually a hostile 
proceeding designed to determine the existence of a company the 


1 London Joint Oity and Midland Bank v. Herbert Dickinson, [1922] W. N. 13. 
2 See page 396 et seg., post. 
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condition of which is hopeless. As the secretary of a company 
is sometimes appointed liquidator in a voluntary winding up, 
owing to his intimate acquaintance with its affairs, an explana- 
tion of the position and duties of a voluntary liquidator, and of 
the machinery of a voluntary liquidation, should hold a place 
in any work intended to be of practical use to secretaries. 

By Section 225 a company may be wound up voluntarily— 


(1) When the period (if any) fixed for the duration of the company 
by the Articles expires, or the event (if any) occurs, on the 
occurrence of which the Articles provide that the company is to 
be dissolved, and the company in general meeting has passed 
a resolution requiring the company to be wound up voluntarily: 

(2) If the company resolves by special resolution that the company 
be wound up voluntarily: 


(3) If the company resolves by extraordinary resolution to the effect 
that it cannot by reason of its liabilities continue its business, 
and that it is advisable to wind up. 


A company is not often wound up under (1); and pro- 
ceedings under (3) would generally be taken in order to put 
an end to an unsuccessful company; but the powers given by 
(2) are extensively employed for purposes of reconstruc- 
tion, when the object is to reconstitute the company on a new 
basis. 

By Section 230 of the Act of 1929 a distinction is created 
between the winding up voluntarily of a company which in the 
opinion of its directors is capable of discharging its liabilities 
and that of a company which is insolvent, and the two forms of 
winding up are respectively described in the Act as a 
‘Members’ Voluntary Winding Up’”’ and a ‘‘ Creditors’ 
Voluntary Winding Up.’’ 

These distinctive characteristics could a in the circum- 
stances of any of the three paragraphs of Section 225 quoted 
above; but belief in the solvency of a company wound up under 
paragraph 3 would be so exceptional a case, and the occasions 
for winding up a company under paragraph 1 so rare, that 
for present purposes the distinction need only be considered in 
connection with Voluntary Liquidation under paragraph 2. 

By Section 230 it is provided that where it is proposed to 
wind up voluntarily, the directors or, where there are more than 
two directors, the majority of the directors, may at a meeting 
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of the directors make a statutory declaration to the effect that 
they have made a full inquiry into the affairs of the company 
and that, having done so, they have formed the opinion that 
the company will be able to pay its debts in full within a period, 
not exceeding twelve months, from the commencement of the 
winding up. 

This declaration must be made and a copy thereof delivered 
to the Registrar before the date gn which the notices of the 
meeting at which it is proposed to submit the resolution to 
wind up are sent out. 

A winding up in the case of which such a declaration of 
solvency has been made in accordance with the terms of the 
section is a ‘‘ Members’ Voluntary Winding Up”’ and a 
winding up in respect of which such a declaration has not been 
made is a ‘‘ Creditors’ Voluntary Winding Up.”’ 

The importance of the Statutory Declaration of Solvency 
lies in the fact that where such a declaration has been made and 
duly lodged with the Registrar, the conduct of the liquidation, 
subject to observance of the requirements of the Act, is 
in the hands of the members, and the company in General 
Meeting is entitled to appoint the liquidator and settle his 
remuneration. 

Where such a declaration is not made and lodged with the 
Registrar, the conduct of the liquidation and the appointment 
of the liquidator is largely in the hands of the creditors. 
Without the consent either of the Court or of the Committee 
of Inspection, the members of the company have no power to 
effect a sale of the property of the company for shares or other 
like interests in the manner usual on a reconstruction. 

A Members’ Winding Up having been found to be justified 
by the facts, the declaration required by Section 230 of the Act 
to be lodged with the Registrar should be in the form shown 
on page 353, post. 

Such a declaration having been made and lodged with the 
Registrar the provisions of Sections 232 to 236 apply in relation 
to the winding up. 

Notices of a meeting to pass a special resolution to wind up 
must be sent out after the lodging of the declaration. Unless all 
the members entitled to attend and vote at the meeting agree 
to a shorter notice twenty-one days’ notice of the meeting must 
be given. 
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Form No. 39s. 


No. of Company 


““THE COMPANIES ACT, 1929.’’ 


A 5s. 


DECLARATION OF SOLVENCY Companies 
Registration 
(pursuant to Section 230 of The Companies Act, stort 
) impressed 
here. 
IN RESPECT OF 
LIMITED. 
Mempegrs’ Votuntary WInpbING UP. 

AVY cSceeeae Pete. SIG DTS BS PEA a eee ee ee ETL LICE we) 
epee Saree eee? 72 Re VES pet Si! etre ss eee ee net ott ee Oe tbe 
[DSi Neg ae Oe ee RR rare aA EL A Ce mS OPS Directors 
eee eS Seb) 92s, Jpptoeye- 1 AE eee ee ee , Limited, 


do solemnly and sincerely declare:— 


That we have made a full inquiry into the affairs of this Company, and 
that, having so done, we have formed the opinion that this Company will 
be able to pay its debts in full within a period, not exceeding twelve 
months, from the commencement of the winding up. 


And we make this solemn Declaration, conscientiously believing the 
same to be true, and by virtue of the provisions of The Statutory 
Declarations Act, 1835. 


TSC ULEC MME AD ee anon ies, Sen ee rece Bla ere ee Py ee ee 
Beem Rene A ag st? neta we ee ot Sh 
po DREN ee | Bs One thousand ee ae ED)! aS 
nine; hundred sandiins2 7 oe 

DOLOTORINO Sy EAE Jub WU. Mines) ho oes, eee Le 2 oe Be 


A Commissioner for Oaths.t 
* Insert ‘all the” or ‘‘ the majority of the *’ as the case may be, 
+ Or Notary Public or Justice of the Peace. 
s.M —12 
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The following is a suitable form of notice :— 
REIN oh eee ee , LIMITED. 


Notice IS HEREBY GIVEN that an Extraordinary General Meeting of the 


above-named Company will be held at___________------- Onve eS ----- 7 
the $223.2 oe da yimOl st eae ee MOXbs pa beee ee eee o’clock in the 


Pe ot ee EAL noon, for the purpose of considering and, if deemed desirable, of 


passing (with or without modification) the following Special Resolution :-— 
CN A ts ee ee pe ee eens ee: i eee ae , Limited, be wound 


upwvoluntarily, and) that VA‘ B.jol0. sss eee , be and 
is hereby appointed the Liquidator to conduct the winding up.” 
By Order of the Board, 


Secretary. 
[Address and date.] 


It will be observed in the example that the liquidator 
is named in and appointed by the resolution to wind up. 
This is a usual, but not a necessary practice; and the liquidator 
can be appointed by simple resolution after the special reso- 
lution has been passed. As soon as an effective resolution for 
winding up has been passed any person can be proposed as 
liquidator without notice and elected by an ordinary resolution 
of the members, and the remuneration of the liquidator may be 
settled at the time of appointment or afterwards (Section 232). 

Under Sections 233 and 234 power is conferred upon the 
company in general meeting to fill vacancies in the office of 
liquidator and on the liquidator to accept shares, policies, or 
other like interests as consideration for the sale of property of 
the company to another company. Section 235 requires the 
liquidator in the event of the winding up continuing for more 
than a year to call a general meeting at the end of the first 
and each subsequent year, and Section 236 deals with the 
liquidator’s statement of account and the final meeting and the 
dissolution of the company, as to which see page 381, post. 

Where a Declaration of Solvency is not made by the 
directors and lodged with the Registrar prior to the sending 
out of the notices of the meeting to pass the resolution to 
wind up, the liquidation will be a Creditors’ Voluntary Winding 
Up subject to the provisions of Sections 237 to 245, whatever 
the form of the resolution. If the winding up takes place 
under Section 225, Sub-section 3, as will usually be the case 
in a Creditors’ Winding Up, the form of notice will be as 
follows :— 
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nthe att ARS eines EN 4 ress LIMITED. 
NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the 
above-named Company will be held at__________________ (Oe pO Me us ’ 
Hoe Cave Olen seas PINES «Nr ae ed o’clock in the_____= noon, for the 


purpose of considering and, if deemed desirable, of passing (with or with- 
out modification) the following Resolution as an Extraordinary 
Resolution :— 
“That the Company cannot, by reason of its liabilities, continue its 
business and that it is advisable to wind up the same, and that 
the Company be wound up accordingly.” 


[Address and date.] Secretary. 


By Section 117 an extraordinary resolution is defined as a 
resolution passed in the manner required by the section ‘‘ at a 
general meeting of which notice specifying the intention to 
propose the resolution as an extraordinary resolution has been 
duly given.’’ 

Notice is ‘‘ duly given ’’ if given in accordance with the 


Articles, or if the Articles are silent in regard to notices and : 
Table A is not adopted, in accordance with Section 115. The.» 


form of notice shown above describes the resolution to be sub- 
mitted as the section requires, and this should be done, although 
in a case where every shareholder waived that formality by 
being present at the meeting and voting in favour of a resolu- 
tion to wind up, and the only two shareholders in a private 
company met and passed an extraordinary resolution for 
winding up of which no notice had been given, the resolution 
was held valid.* The terms of the resolution must be in 
accordance with the section, and the exact resolution must be 
set out in the notice.’ 

Simultaneously with the sending out of the notices of 
the above meeting, there must be sent to all the creditors of 
the company notice of a meeting of the creditors, which meeting 
must be summoned for the same day as that for which the 
meeting of the company is convened or the day next following. 

Notice of the meeting of the creditors must be advertised 
once in the Gazette,® and once at least in two local news- 
papers circulating in the district where the registered office 
or principal place of business of the company is situate 


1 Jn re Oxted Motor Co., [1921] 3 K. B. 32. 2 MacOonnell v, EB, Prill & Oo., [1916] 2 Oh. 57, 
3 ** Gazette’’ means in the case of a company registered in Hngland, the Lendon Gazette or in 
Scotland, the Edinburyh Gazette (Section 380) 


aie 
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(Section 238). The copy of the notice for the Gazette must 
be signed by a director or the secretary or manager of the 
company and be authenticated by the signature of a solicitor. 

The following are appropriate forms of notice for the re- 
spective purposes :— 


Form No. 114s. 
, LIMITED. 


Notice IS HEREBY GIVEN, pursuant to Section 238 of The Companies 
Act, 1929, that a Meeting of the Creditors of the above-named Company 
call, Jovsobay eh hye es day, thes = day 
iy A pes er, 7193), at 
purpose, if thought fit, of nominating a Liquidator and of appointing 
a Committee of Inspection. 

Forms of General and Special Proxy are enclosed, which, if intended 
to be used, must be duly completed and lodged at the Registered Office 
of the Company not later than 4 o’clock in the afternoon of the day before 
the Meeting. 

NorIcE IS HEREBY ALSO GIVEN that, for the purpose of voting, secured 
Creditors are required (unless they surrender their security) to lodge at 
the Registered Office of the Company before the Meeting a Statement 
giving particulars of their security, the date when it was given, and the 
value at which it is assessed. 


Datedmthismess se see: days Of 2 ee ree A BY a 


Director, Secretary, or Manager. 
Registered Office of the Company 
(to which Proxies and Statement 
should be returned), 


Form No. 114a. 


SITES (CO Me PeAN a Sa Gok oe 
Pe ae. | Rh Re Bee ee , LIMITED. 


NOTICE IS HEREBY GIVEN, pursuant to Section 238 of The Companies 


Act, 1929, that a Meeting of the Creditors of the above-named Company 
will be held at on day, the 


OT Naan. Beene. Hee RUE teal) eis i, ade o’clock in the for the 


purpose, if thought fit, of nominating a Liquidator and of appointing 
a Committee of Inspection. 


NoTIcE 1S HEREBY ALSO GIVEN that, for the purpose of voting, secured 
Creditors are required (unless they surrender their security) to lodge at 
the Registered Office of the Company before the Meeting a Statement 


— 


ee 
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giving particulars of their security, the date when it was given, and the 


value at which it is assessed. 
Dated: thse sve eeee ek day Ole ee eee voles: 


* To be signed by a Director, or the Secretary or Manager of the Company, and to be authenticated 
by the Signature of a Solicitor. 


The directors must cause a full statement of the company’s 
affairs, together with a list of the creditors and the estimated. 
amount of their claims, to be laid before the meeting of creditors - 
and must appoint one of the directors to attend and preside at 
the meeting of the creditors (Section 238, Sub-sections 3 and 4). 

Provision is made for the imposition of heavy penalties on 
the company and the directors if default is made in any of these 
requirements. 

There must be present or represented at the meeting at 
least three creditors entitled to vote or all the creditors if their 
number does not exceed three. Ifa quorum is not present within 
half an hour from the time appointed the meeting must be 
adjourned (Rule 136). 

If the meeting of the company is adjourned and the resolu- 
tion for winding up passed at the adjourned meeting, any 
resolution of the creditors is to have effect as if it had been 
passed immediately after the passing of the resolution for 
winding up the company. . 

The members and the creditors at their respective meetings 
are entitled to nominate a person to be a liquidator for the 
winding up of the company and the distribution of the assets. 
If different persons are nominated, the nomination of the 
ereditors (subject to what is said later) prevails, but if no 
person is nominated by the creditors, the nominee of the 
members is liquidator. Where different persons are nominated, 
any director, member, or creditor may within seven days of 
the date on which the nomination was made by the creditors 
apply to the Court for an order either directing that the 
nominee of the members should be liquidator instead of or 
jointly with the nominee of the creditors or that some other 
person be appointed instead of the person appointed by the 
creditors (Section 239). The Court having jurisdiction is the 
Court having jurisdiction in a Winding Up (see Section 163). 
A corporation which is a creditor or a debenture holder, whether 


358 WINDING UP. 


a company under the Act or not, may by resolution appoint a 
person to act as its representative. Such person may exercise 
the same powers as an individual creditor (Section 116). 

The creditors may at the meeting above mentioned or at 
any subsequent meeting resolve that a Committee of Inspection 
consisting of not more than five persons be appointed, and 
when the creditors so resolve the members may likewise resolve 
that such number of persons as they think fit, not exceeding 
five, be members of the Committee of Inspection. If the 
ereditors, however, resolve that the persons appointed by the 
company ought not to be members of the committee they will not 
be entitled to be on the committee unless the Court so directs. 
The Court may instead of directing that the persons in question 
be on the committee appoint other persons (Section 240). 

The proceedings of the Committee of Inspection are governed 
by Section 199 (excepting Sub-section 1) and Section 201. 

The Committee of Inspection, or if there is no committee 
the creditors, may fix the liquidator’s remuneration. 

Any vacancy in the office of liquidator (except where the 
appointment was made by the Court) may be filled by the 
creditors. 

The foregoing remarks summarise very briefly the procedure 
in the initial stages of a liquidation by a Members’ and by a 
Creditors’ Voluntary Winding up. Except where otherwise 
indicated, what follows applies to cases of winding up generally. 

Notice of any resolution passed for winding up a company 
voluntarily must be given by advertisement in the Gazette 
within seven days of the passing of the resolution (Section 
226). The copy of the notice for the Gazette’ should 
be signed by the chairman of the meeting at which the resolu- 
tion was passed and verified by the signature of a practising 
solicitor and may be in the following form :— 


Inthe, Mattor (0 fie 5. ote eee , LIMITED. 

At an Extraordinary General Meeting of the above-named Company, 
duly convened, and shold a teeee = enna day 
fees a ead Res) Pied dp oh , the following Special [or Extraordinary *] 
Resolution was duly passed :— 

[Here set out the Resolution.] 


Date Chairman. 


1 See footnote on page 355, ante, 
2If the winding up is under paragraph 1 on page 351, the wording should be “the following 
Resolution of the Company.” 
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A printed copy of the resolution in the form given on page 
233, ante, must be lodged with the Registrar of Companies within 
fifteen days after the date of the passing of the resolution 
(Section 118, Sub-section 1). The form will, of course, require 
a slight modification to make it appropriate to an extraordinary 
or ordinary resolution. 

A liquidator in a Voluntary Winding Up must, within 
twenty-one days after his appointment, lodge notice thereof in 
the prescribed form with the Registrar, under penalty of a fine 
for every day of default (Section 250). The prescribed form 
in the case of a Members’ Winding Up is as follows :— 


No. of Company Form No. 39c¢. 


‘THE COMPANIES ACT, 1929.”’ 


A 5s. 
Memepers’ VotuntARY WInpinG UP. Companies 
egistration 
Fee Stamp 
Notice or APPOINTMENT OF LiIQguIDATOR. eee 
(Pursuant to Section 250.) here. 


NoTE. In a Members’ Voluntary Winding Up, this notice must be lodged with the Registrar 
within 21 days of the appointment, in default of which a penalty not exceeding £5 for every day the 
default continues is incurred, 


To the Registrar of Companies. 


COT VVC) ee ee een ee ee ee ee ee 

ip eee ere ee * DALES TIENe NESTE NEE Dee Oe eee See et eee ene 

hereby give you Notice that I (or we) have been appointed Liquidator (s) 

Ol ithe meme: wees ST 2) Company, Limited, by Resolution! of the 
Company dated the__________ danuio tian «ete eres , 193 

Signature (s) geo weree ee <n 

DateresiG Seyi airs Saar er 


Presented) Dy s 2 ee leek enol 5 ae Pee 


In the case of a Creditors’ Voluntary Winding Up the 
notice must be given on Form 39p, which is a slight variation 
of the above form to suit the different circumstances of the 
liquidator’s appointment. A body corporate is prohibited from 
holding the office of liquidator in any form of winding up 
(Section 278). 

A careful record of all notices sent out should be preserved, 
in case evidence of the date of posting the notices should be at 


1 State how appointed, whether by Resolution of the Company, or how otherwise, and adapt if 
necessary. 2 To be signed by each liquidator if more than one. 
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any time required (see examples contained in ‘‘ THE 
Liquiwator’s Recorp Boox,’’ page 386 et seq., post). 

A voluntary winding up commences at the time of the 
passing of the resolution authorising the winding up 
(Section 227). A resolution passed at an adjourned meeting 
is treated as having been passed on the date on which it was in 
fact passed and is not to be deemed to have been passed on any 
earlier date (Section 119). Where a petition for a compulsory 
winding up is subsequently presented and an order made the 
winding up is deemed to have commenced with the resolution 
for the voluntary winding up (Section 175). 

One effect of the winding up is to put an end to the power 
of the company to carry on business, except for the purposes of 
the beneficial winding up (Section 228). Moreover, in a volun- 
tary winding up, all transfers of shares (except transfers made to 
or with the sanction of the liquidator) or alterations in the status 
of the members of the company taking place after the com- 
mencement of the winding up are void (Section 229). As to 
the right to transfer partly paid shares on the eve of liquidation 
where there is no restriction upon transfer in the Articles see 
page 249, ante. 

The power of a liquidator under Section 229 in a voluntary 
winding up to sanction a transfer of shares made after 
the commencement of the winding up involves the power to 
alter the Register of Members, and the transferor is thereupon 
released from the liability which he was under at the commence- 
ment of the winding up to contribute as a present member, 
and the transferee alone is the person to be placed on the ‘‘ A ”’ 
list of contributories. Where successive transfers are sanctioned 
by the liquidator under Section 229 the ultimate transferee only 
is liable to contribute as a present member, the transferor and 
prior transferees being liable as past members.? 

The following consequences ensue upon the voluntary wind- 
ing up of a company :— 

1. The property of the company must be applied (after 
preferential payments) in satisfaction of its liabili- 
ties pari passu, and, subject thereto, unless it be 
otherwise provided by the Articles, be distributed 
amongst the members according :to their rights and 
interests in the company (Section 247). 


1 Re National Bank of Wales, (1897] 1 Ch. 298, 
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2. A liquidator or liquidators is or are appointed by the 
company in general meeting in the case of a 
Members’ Voluntary Winding Up, or by the 
ereditors or the Court (where the creditors and 
members nominate different persons) in a Creditors’ 
Voluntary Winding Up, for the purpose of winding 
up the affairs and distributing the property of tha 
company (Sections 232 and 239). In the first 
ease the remuneration is fixed by the company 
in general meeting, in the second case by the Com- 
mittee of Inspection or the creditors (Sections 232 
and 241), or it may, on application, be fixed by the 
Court. In the absence of special circumstances the 
scale of fees fixed for the remuneration of trustees 
in bankruptcy will be adopted by the Court.* 

3. Upon the appointment of the liquidator the powers of 
the directors cease, except in so far as the continu- 
ance of such powers may be sanctioned in the case 
of a Members’ Winding Up by the company in 
general meeting or the lquidator (Section 232, 
Sub-section 2) or in the ease of a Creditors’ 
Winding Up by the Committee of Inspection, or if 
there is no such committee by the ereditors 
(Section 241, Sub-section 2). 

4. The liquidator may, without the sanction of the Court, 
exercise certain powers hereinafter mentioned 
(Section 248). 

5. The liquidator may exercise the powers of the Court 
under the Act of settling the list of contributories 
of the company and of making calls; and must pay 
the debts of the company and adjust the rights of 
the contributories among themselves (Section 248). 

6. The list so settled is prima facie evidence of the liability 
of the persons named therein to be contributories 
(Section 248, Sub-section 1 (c)). 

7. When several liquidators are appointed these powers 
may be exercised by such one or more of them as 
may be determined at the time of their appointment, 
or in default of such determination by any number 
not less than two (Section 248, Sub-section 3). 


1 In re Oarton, 128 L. T. 629, 
$.M.—12* 


penne ea IST 
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8. If from any cause whatever there is no liquidator 
acting, the Court may appoint a liquidator 
(Section 249, Sub-section 1)... 

9. The Court may, on cause shown, remove a liquidator 
and appoint another liquidator (Section 249, Sub- 
section 2). 

10. The Court may restrain actions or proceedings against 
the company, including executions and distresses 
(Sections 172 and 177 and Section 252), and the 
rights of creditors in respect of executions and 
attachments not completed are specifically restricted 
by Sections 268 and 269. 

Where a company is being wound up, or a receiver or 
manager has been appointed, every invoice, order for goods, 
or business letter issued by or on behalf of the company or the 
receiver or manager or the liquidator being a document in which 
the name of the company appears must contain a statement 
that the company is being wound up (Section 280), or that a 
receiver or manager has been appointed (Section 308). 

It has been stated that the liquidator: may exercise certain 
powers without the sanction of the Court. These are powers 
to bring and defend actions, to carry on the business of the 
company for the purpose of winding it up, to employ a solicitor 
or other agent, to sell and transfer the property of the company, 
to execute deeds and give receipts &¢. on behalf of the company 
(using the company’s seal when necessary), to prove in the 
bankruptey of contributories, to draw bills &. and raise money 
on the security of the assets, to take out administration to 
deceased contributories, to take into his custody all the pro- 
perty of the company, to apply to the Court to determine 
questions (e.g. to enforce calls), to call meetings of the company, 
and generally to do what is necessary for winding up and distri- 
buting the assets of the company (Sections 191, 248, and 252). 
The liquidator in a voluntary winding up may also, in the ease 
of a Members’ Winding Up with the sanction of an extra- 
ordinary resolution, or in the ease of a Creditors’ Winding Up 
with the sanction of either the Court or the Committee of 
Inspection, pay any classes of creditors in full, and make and 
enter into arrangements and make compromises with creditors, 
debtors, and shareholders (Sections 191 and 248). A person 
entering into a compromise with the liquidator is not bound 
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to see that the liquidator has got the necessary sanction. He is 
entitled to assume that the requisite authority has been obtained.’ 

With the leave of the Court the liquidator in any 
liquidation may disclaim onerous property or _ assets 
(Section 267).2 Leave is a matter for the discretion of the 
Court, and in the case of a lease it has been refused where the 
lessors would have suffered substantial injury. The rights 
of creditors who obtain execution against a company in volun- 
tary liquidation are by Sections 268 and 269 subjected to 
considerable restriction. 

If in a Members’ Winding Up a vacancy occurs in the 
office of liquidator the company in general meeting may, sub- 
ject to any arrangement with its creditors, fill up the vacancy 
(Section 233, Sub-section 1), and in a Creditors’ Winding Up the 
vacancy may be filled by the creditors (Section 242), except in 
either case where the liquidator was appointed by the Court. The 
Court may also appoint, or remove, a liquidator (Section 249). 

Such being the powers and the nature of the office of a 
liquidator in a voluntary winding up, his first duty, after the 
resolution for voluntary winding up has been duly passed and 
advertised, as previously shown, will be to take possession of 
all the property and assets of the company, including its books 
and papers. It is his duty to ascertain who are creditors, and 
in order to enable him to ‘‘ pay the debts of the company ”’ 
(Section 248, Sub-section 2) and apply its property ‘‘ in satis- 
faction of its liabilities ’’ (Section 247) he should not only give 
notice by advertisement but should write to those whose existence 
is disclosed by the books and papers of the company and the 
statement of affairs, but who have not sent in their claims. If 
he neglects this duty, and distributes the assets, he will be 
liable, even after dissolution of the company, at least to such of 
those creditors as were unaware of the liquidation.* Conversely, 
if the liquidator negligently admits and pays dividends on an 
unfounded claim he is liable to the company as for a misfeas- 
ance.© Where the property of the company is land or any in- 
terest in land, or where it is desired to carry on the business of 


1 Cycle Makers’ Supply Co. v. Sims, [1903] 1 K. B. 477. 

2 Failure to disclaim does not render a liquidator liable, even on a continuing contract (Stead 
Hazel & Oo. v, Cooper, [1933] W.N.43). 

3 In re Katherine et Cie., [1932] 1 Ch. 70. 4 Pulsford v. Devenish, [1903] 2 Ch 625. 

5 Windsor Steam Coal Oo., in re, [1929] 1 Oh. 151; Home and Colonial Insurance Oo., in re 


(1930) 1 Oh. 102. 
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the company, or where there is a probability of litigation, or 
questions of unusual difficulty are likely to arise, the liquidator 
cannot be advised to act without consulting a solicitor. 

The liquidator must keep such books of account as are 
necessary to show in detail all his receipts and all the payments 
made by him in the course of the liquidation, and to enable him 
to make the prescribed returns from time to time (Section 279). 
He should also keep a record book in which to enter minutes of 
all his transactions in relation to the winding up. Entries 
should be carefully made in a letters-dispatched book of all 
notices of meetings, calls, or dividends; each entry as made 
should be signed by the person who posted the notices, and 
should state the exact time and place of posting, so that in case 
of dispute it would be easy to prove the service of any notice 
to creditors or shareholders. 

If a liquidator who has made default in filing, delivering, 
or making any return, account, or other document, or giving any 
notice which he is by law required to file, deliver, make, or give, 
fails to make good the default within fourteen days after service 
of notice requiring him to make good the default, the Court 
may make an Order directing the liquidator to make good the 
default within such time as may be specified in the Order. 
Application to the Court may be made by the Registrar or any 
contributory or creditor of the company. The liquidator may 
be ordered to bear the costs of the application. This provision 
does not prejudice the imposition of any other penalties to 
which the liquidator is liable in respect of such default 
(Section 279). 

Where it is likely that calls will have to be made, or assets 
distributed, a list of contributories must be made out. The 
following is a form :— 


In the matter of The Companies Act, 1929; 
and 
In the matter of , LIMITED. 


First Part.—Contributories in their own right. 


. Number of 
Serial No. In what 
Naima Name. Address. Description. character [ aberes 
included. Lon Even G 


of Interest]. 


(As a present 
ember.) 
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SECOND Part.—Contributories as being representatives of or liable for 
the debts of others. 


Serial N Tn what Number of 
ts List ~ Name. Address. Description. character ieee s 
‘ included 
* | of Interest]. 
(e.g. AS 
executor of 
deceased.) 
| 


? 


‘** Contributory ’’ is defined (Section 158) as meaning every 
person lable to contribute. to the assets of a company in the 
event of its being wound up, and in all proceedings for deter- 
mining and in all proceedings prior to, the final determination 
of the persons who are to be deemed contributories, includes any 
person alleged to be a contributory. The holder of fully paid 
shares is a contributory within this definition,’ although he has 
paid all that he is hable to pay; but he cannot be put upon the 
list if he objects to his name being placed there.* The purpose 
of placing the holder of fully paid shares upon the list of 
contributories is that he may receive dividends. 

With reference to persons who are lable to contribute in a 
winding up, there is an important distinction between past and 
present members of the company. A past member of the com- 
pany is liable to contribute unless he has ceased to be a member 
for one year or upwards before the commencement of the 
winding up. But a past member is not liable to contribute in 
respect of any debt or liability of the company contracted after 
he ceased to be a member, he is further only liable to the 
extent to which his corresponding present member or members 
do not pay, and he is not liable at all unless it appears to the 
Court that the existing members are unable to satisfy the con- 
tributions required to be made by them in pursuance of the 
Act. A present member is liable to contribute to the extent to 
which his shares are unpaid. Present members are put upon 
what is called the ‘‘ A ”’ list of contributories, past members 
who have not ceased to be members for a year before the com- 
mencement of the winding up are put on the ‘‘B’”’ list of 
contributories. If those on the ‘‘ A ’’ list are able to satisfy 
all contributions required, there will be no occasion for a ‘‘ B ’’ 
list. The required contributions are measured by the amount 

1 In re Anglesea Colliery Co., [1866] 1 Oh, 555. 2 Re Marlborough Club Oo., [1868]5 Eq. 365 
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sufficient, with the assets of the company, for the payment of 
its debts and liabilities, and the costs, charges, and expenses of 
the winding up, and for the adjustment of the rights of the 
contributories amongst themselves (Section 157, Sub-section 1). 
A call which produces a surplus will be enforced so far as 
necessary to produce an equality of contribution and to make 
an equal distribution of the excess. But a past member cannot 
be called upon to make contributions for the adjustment inter se 
of the rights of present members? 

In practice the liquidator will first ascertain the amount 
necessary, beyond the assets of the company, to satisfy its debts 
and liabilities, and the costs, charges, and expenses of the 
winding up. To realise this amount he will from time to time 
make calls upon the present members. If some of them do not 
pay and cannot be made to pay, further calls must be made 
upon those present members who are able to pay, in order to 
produce the sum required, up to (if necessary) the whole 
amount remaining unpaid on their shares. If the sum realised 
is still insufficient after the liability, or the resources, of present 
members has been exhausted, the liquidator must then apply (or 
credit) all the money, including the assets of the company, in 
paying all its debts and liabilities part passu, irrespective of the 
date when they were incurred. This having been done, the 
liquidator will then be in a position-to make calls upon past 
members in accordance with their qualified liability, as explained 
above. 

In appropriate cases, calls will be made upon econtributories 
to adjust their rights inter se. As questions of considerable 
difficulty are liable to arise, legal assistance in settling the list 
will frequently be necessary. 

It must be remembered that the list of contributories as 
settled by the liquidator in a voluntary winding up has no 
binding effect upon the persons settled upon this list. In this 
respect it differs from the list when settled by a liquidator in 
a compulsory winding up. In the latter case a contributory 
must apply to the Court by summons within twenty-one days 
(or such further time as the Court may allow) from the date 
when notice of the settlement of the list is served upon him. 
In a voluntary liquidation the contributory need not apply to 


1 Jn r@ City of London Insurance Company, [1932] 1 Ch. 226. 
See Rrett’s Case. [1873 L. R. 3 Oh. at pages 808 and 809, 
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the Court, but can wait until a call has been made upon him 
and then resist any proceedings taken against him by the 
liquidator to enforce the call. When a contributory will not 
pay the call and the liquidator is compelled to resort to legal 
proceedings, the matter will naturally pass into the hands of 
solicitors, by whose advice the liquidator will be guided. It 
will be sufficient for the present purpose to state that 
the liquidator may proceed either by application for what is 
called a ‘‘ balance order ’’—i.e. an order upon the contribu- 
tory to pay—or by action in the name of the company. An 
action is the more appropriate method when questions of diffi- 
culty are involved, but the liquidator will probably be required 
to give security for the defendant’s costs under Section 371.’ 
Where the liquidator proceeds by way of an application for a 
balance order, he will probably not be required to give security 
for costs. But it must not be forgotten that the Court has 
power to order him to pay the costs if the application is un- 
successful, and if, therefore, he is not protected by a sufficiency 
of assets, the liquidator should, before taking any proceedings, 
obtain an indemnity from the persons—creditors or contribu- 
tories—who are interested in having the call enforced. The 
solicitor employed by the liquidator looks, in the absence of a 
special arrangement, to the assets, and not to the liquidator 
personally, for the payment of his bill.” But the solicitor’s 
costs, being costs of the liquidation, come before the remunera- 
tion of the liquidator.® 

Another method by which calls in a liquidation may be en- 
forced is by the sale or forfeiture of the shares upon which ealls 
have not been paid. The sale or forfeiture must be carried 
through by the directors under the powers conferred by the 
Articles of Association of the company, with the sanction of the 
liquidator or of the company. If there are no directors, the 
liquidator may convene a general meeting of the company, which 
can then elect a sufficient number of directors and santion the 
exercise by them of powers of enforcing payment of calls by 
sale or forfeiture of shares.‘ 


1 The fact that a company is in course of winding up is sufficient ground for such an order (Pure 
Spirit Co. v. Fowler, [1890] 25 Q. B. D. 235). 
2 Re Trueman’s Estate, [1872] 4 Eq. 278. 
Re Marsey, [1870] 9 Eq. 367. ; 
4 Ladd’s Case, [1893] 3 Ch. 450. In this case the winding up had commenced eighteen years 
before the calls were made, and there were no longer any directors. . 
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In most cases it will be advisable to have legal assistance in 
making up the list. The following is a form of notice that the 
list is ready for settlement :— ; 


In the matter of The Companies Act, 1929; 


Insthe. matter, Ole eee ee ee es , LIMITED. 


I HEREBY GIvE you Notice that I, the undersigned_______.________--- 
the Liquidator of the above Company, have appointed______ day, the ss. 
diy Olesen Lone Lee o’clock in the______ noon, at my Offices, 
i SS Street, in the City of London, to settle the List of 
Contributoriessofy2 al ee ee he , LimiTeD, which has already 
been made out by me; and I hereby also give you notice that I have 
included you in such List in the character and for the number of Shares 
stated below, and if no sufficient cause is shown by you to the contrary 
at the time and place aforesaid, the List will be settled by me, including 
you therein. 


Liquidator. 
{Address and date.] 
dK OSEAN) Satan SES a eS ot eee 
No. In what | Ao of 
in Name. Address, Description. character seerpeat S 
List. included. inbrecel 


When the winding up is commenced for the purpose of 
carrying out a scheme of reconstruction, the following letter may 
accompany the list :— 


BG 25st 4M! So oe, Tees , LIMITED. 
Sir, 

Enclosed I send you notice to settle List of Contributories of the 
above-named Company, which is required for the purpose of carrying out 
the Scheme of Reconstruction. 

Should the particulars with reference to your Shares entered in the 
notice be correct, there will be no occasion for you to attend on the settle 
ment of the List pursuant to the notice. 


rw ee ee ee ee 


Liquidator, 
[Address and date,] 
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CERTIFICATE OF LIQUIDATOR OF FINAL SETTLE- 
MENT OF THE LIST OF CONTRIBUTORIES.* 


In the matter of The Companies Act, 1929; 
and 
In stlemmattériiolesee se ee eee , LIMITED. 


Pursuant to The Companies Act, 1929, I, the undersigned, being the 
Liquidator of the above-named Company, hereby certify that the result 
of the settlement of the List of Contributories of the above-named 
Company, so far as the said List has been settled up to the date of this 
Certificate, is as follows:— 


1. The several persons whose names are set forth in the Second Column 
of the First Schedule hereto have been included in the said List of 
Contributories as Contributories of the said Company in respect of the 
number of Shares [or extent of interest] set opposite the names of such 
Contributories respectively in the said Schedule. 

I have, in the First Part of the said Schedule, distinguished such of 
the said several persons included in the said List as are Contributories in 
their own right. 

I have, in the Second Part of the said Schedule, distinguished such of 
the said several persons included in the said List as are Contributories as 
being representatives of or being liable to the debts of others. 


2. The several persons whose names are set forth in the Second Column 
of the Second Schedule hereto, and were included in the Provisional List 
of Contributories, have been excluded from the said List of Contributories. 


3. I have, in the Sixth Column of the First Part of the First Schedule, 
and in the Seventh Column of the Second Part of the First Schedule, and 
in the same Column of the Second Schedule, set forth opposite the name 
of each of the several persons respectively the date when such person was 
included in or excluded from the said List of Contributories. 


4. Before settling the said List, I was satisfied by the Affidavit of 
TOS et cy ee pL CLOL a LO saan thapenoicewad duly, 
sent by post to each of the persons mentioned in the said List, informing 
him that he was included in such List in the character and for the 
number of Shares [or extent of interest] stated therein, and of the day 
appointed for finally settling the said List 


[Date.] Liquidator. 


1 This is a slight modification of the form in use for compulsory liquidations, A liquidator in 
# yoluntary winding up is not bound to use any particular form. 
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In the matter of The Companies Act, 1929; 
and 
in the mattersote Sees ee ees ee ees. oe , LIMITED. 


THE First SCHEDULE ABOVE REFERRED TO. 
(First Part.—Contributories in their own Right.) 


Serial No. of Date 
No. «as Shares [or when 
a Name. Address. Description. tentiot molded 

List. Interest]. in List. 


In the matter of The Companies Act, 1929; 
and 
NTiMt OIA LOCI. Ol ae eae eae, nee eeere a , LIMITED. 
THE SECOND SCHEDULE ABOVE REFERRED TO. 


(SEconD Part.—Contributories as being Representatives of or Liable 
to the Debts of Others.) 


Serial No. of Date 

No. ee In what Shares [or when 
in Name. Address. | Description. | Gharacter | Extent of | included 
List. included. Interest]. in List. 


CALLS ON CONTRIBUTORIKS. 

Calls must be made by an instrument in writing, and should 
be entered in the Liquidator’s Minute Book. The following is 
a form :— 

In the matter of The Companies Act, 1929, 


and 
In“thermattersoteet-- 5 ee ee ee eee , LIMITED. 
CUES MISE DOs VV UDINIS Se bile tele eerene e a OLE a ae ete , the Liquidator 
of the above-named Company, do hereby make a Call of ______ per Share 


upon all the Contributions of the above-named Company in respect of all 
Shares not fully paid up [or as the case may be], and direct that the 
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amount of such Calls be paid to THE__________________ Bank Limirsp, 
fated Street, onsor beloremthesoen soot Gav Obs meee we LON, 
tocthevaccount otis ae pee eee , LIMITED, 

pAddross anaidate) a OY (hla tes Sip herade Liquidator. 


Notice of a call will be sent to the shareholders to the 
following effect :— 


In the matter of The Companies Act, 1929, 
and 


per Share upon all the Contributories of the said Company in respect of all 
Shares not fully paid up [or as the case may be], and that the amount 
due from you in respect of the Call so made is £____________ > payable at 
es sae el de oi Sap Bank, LIMITED, _.________Street, on or before the 
Mie fete a day of_____._-_.u...___, 193 . If default is made in payment of 
the said Call interest will be charged at the rate of £._______ per centum 
per annum. 


[Address and date.] Liquidator. 


If the call be not paid, the liquidator should consult a 
solicitor as to what steps he ought to take. 


SETTLEMENT OF LIST OF CREDITORS. 


The liquidator should, as soon as possible after the resolution 
for voluntary winding up has been passed and registered, send 
notices to creditors to send in their claims. The notice is 
given by advertisement in the Gazette* and local papers. The 
following is a form :— 


In the matter of The Companies Act, 1929, 


and 
In thesmatter. ot ee see ae , LIMITED. 
aan, NOTICKs Chait mill tee eee ae = eee wee ee ee Offi. = DATE be AR Fe 1 FD , the 
Liquidator of the above-named Company, have fixed_____.___________ day, 
ei eee ee Ofje Aaee oe Bowne 2h 193 , as the day on or before which 


the creditors of the Company are to prove their debts or claims, or be 
excluded from the benefit of any distribution made before such debts are 
proved. 


[Address and date.] Liquidator. 


1 As to what is meant by Gazette see note 2, page 355, ante. 
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The date fixed must not be less than fourteen days from 
the date of the notice. The liquidator must give notice in 
writing of the day so fixed by advertisement in such newspaper 
as he considers convenient, and also to the last known address 
or place of abode of each person who, to the knowledge of the 
liquidator, claims to be a creditor of the company, and whose 
claim has not been admitted. He must examine every proof 
of debt lodged with him, and in writing admit or reject it, in 
whole or in part, or require further evidence in support of it. 
If he rejects a proof he must state in writing to the creditor 
the grounds of the rejection. Any creditor or contributory 
who is dissatisfied with the decision of the liquidator in respect 
of a proof may apply to the Court to reverse or vary the 
decision. And if the liquidator thinks that a proof has been 
improperly admitted the Court may, on the application of the 
liquidator, and after notice to the creditor who made the proof, 
expunge or reduce it. 

A ereditor may prove his debt by delivering or sending 
through the post an affidavit verifying the debt. Such affidavit 
may be made by the creditor himself or by some person 
authorised by him in that behalf. If made by a person so 
authorised it must state his authority and means of knowledge. 
The affidavit must contain or refer to a statement of account 
showing the particulars of the debt, and specifying any vouchers 
by which it can be substantiated. The liquidator may 
at any time call for production of the vouchers. The 
affidavit must also state whether the creditor is or is not a 
secured creditor. 

A ereditor has to bear the cost of proving his debt unless 
the Court otherwise orders. When proving his debt, the creditor 
must deduct from it all trade discounts, but he is not obliged 
to deduct any discount not exceeding five per cent. on the net 
amount of his claim which he may have agreed to allow for 
payment in cash. 

In the case of rent or other payments falling due at stated 
periods, the persons entitled to the rent or other payment may 
prove for a proportionate part thereof up to the date of the 
resolution for winding up as if the rent or payment grew due 
from day to day. Where the liquidator remains in occupation 
of premises demised to the company being wound up, the right 
of the landlord to claim payment by the company, or by the 


WINDING UP. Bs} 


liquidator, of rent during the period of the company’s or the 
liquidator’s occupation, is not affected by this rule. 

On any debt or sum certain, payable at a certain time or 
otherwise, whereon interest is not reserved or agreed for, and 
which is overdue at the date of the resolution for winding up, 
the creditor may prove for interest at a rate not exceeding four 
per cent. per annum to that date from the date when the debt 
or sum was payable, if the debt or sum is payable by virtue 
of a written instrument at a certain time, and if payable other- 
wise, then from the time when a demand in writing has been 
made, giving notice that interest will be claimed from the date 
of the demand until the time of payment. 


A creditor may prove for a debt not payable at the date 
of the resolution for winding up as if it were payable im- 
mediately, and may receive dividends equally with the other 
creditors, deducting only thereout a rebate of interest at the rate 
of five per cent. per annum computed from the declaration of a 
dividend to the time when the debt would have become payable 
according to the terms on which it was contracted. 

Where there are numerous claims by workmen and others 
employed by the company it is sufficient that one proof on 
behalf of all such creditors should be made by a foreman or 
some other person. Such proof must have annexed thereto as 
forming part thereof, a schedule giving the names of the work- 
men and others, and the amounts severally due to them, and will 
have the same effect as if separate proofs had been made by 
each of the said workmen and others. 


Where a creditor seeks to prove in respect of a bill of 
exchange, promissory note, or other negotiable instrument or 
security on which the company is liable, such bill of exchange, 
note, instrument, or security must, subject to any special order 
of the Court made to the contrary, be produced to the liquidator 
and be marked by him before the proof can be admitted either 
for voting or for any purpose. 


In many eases it is necessary to make out a list of debts and 
claims, showing what debts should be allowed and what should 
be proved by the creditors. The assistance of the solicitor will 
probably be necessary in making out and finally settling the list. 
The assets of the company should be applied to the payment of 
its obligations in the following manner :— 


* 
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1. The costs of the liquidation in full, including the 
liquidator’s remuneration. 

2. The debts of the company which have priority to other 
debts by virtue of Section 264. Debts due to the 
Crown other than those specified in this section, have 
no priority.’ 

3. The ordinary (unsecured) creditors will then be paid, 
they ranking equally, and receiving a dividend if 
there is not enough to pay them in full. If there is 
more than enough to pay the debts in full, interest 
must be paid on interest-bearing debts before any 
return is made to members. Creditors whose claims 
are statute-barred should not be paid.’ 

4. The balance is distributable amongst the members of the 
company according to the rights of the different 
classes of shares under the Articles of Association. 

5. If the assets are not exhausted by repaying capital paid 
up, and in the absence of express provision, the re- 
maining funds are then divisible amongst the share- 
holders in proportion to the nominal amount of share 
capital held by them respectively, and not in pro- 
portion to the amount paid up on their shares.2 A 
provision giving preference shareholders priority in 
a winding up as to repayment of capital and arrears 
of dividend does not exclude their right to partici- 
pate in surplus assets on this basis.* 

So far as secured creditors are concerned the liquidator, as 
representing the company, is only entitled to an equity of 
redemption, and the proceeds of a security are applicable to the 
payment of the secured debt in priority to the costs of the 
liquidation. If, however, the liquidator of the company is also 
appointed a receiver on behalf of the debenture holders or 
mortgagees, he is entitled to pay first the costs of getting in the 
property on behalf of the mortgagees, and then the amount due 
to the mortgagees, after which he will pay the costs of the 
liquidation and proceed with the distribution of the surplus 
assets in the order given above. 


1 Webb & Oo. (Smithfield, London), in re, [1922] 2 Ch. 369, affirmed sub nom. Food Controller 
v. Cork, [1923] A. 0. 467. 

2 Fleetwood and District Blectric Light and Power Syndicate, in re, [1915] 1 Oh. 486. 

3 Birch v. Cropper, [1889] 14 App. Oa, 525; Wakefield Rolling Stock Oo., [1892] 3 Ch. 165. 

“ Fraser and Ohalmers, in re, [1919] 2 Oh, 114. 
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A receiver may proceed to collect debts due to the company, 
but the power to call up unpaid capital vests in the liquidator, 
who, however, may delegate the power to the receiver. Even 
then the calls must be made in the name of the liquidator. 

The Court may appoint a manager in a debenture holder’s 
action, provided the goodwill or business of the company is 
charged by the debentures expressly or by implication. A 
charge on “‘ all the company’s property and effects whatsoever ”’ 
is sufficient for this purpose.t. The receiver and manager must 
obey strictly the terms of his appointment, and not act on his 
own responsibility and then come to the Court to ratify what 
he has done, otherwise he may find items of expenditure by way 
of management disallowed, as well as some of his remuneration.” 
The remuneration of a receiver or manager appointed under 
the powers contained in any instrument may, on application by 
a liquidator, be fixed by order of Court, and on application by 
the liquidator or the receiver or manager any such order may 
be varied or amended (Section 309). 

Any person who obtains an order for the appointment of a 
receiver or manager, or who appoints such a receiver or manager 
under any powers contained in any instrument, must, within 
seven days of such order or appointment, as the case may be, 
give notice of the fact to the Registrar of Companies. Upon 
payment of the prescribed fee the Registrar will enter the fact 
on the Register of Charges. Failure to give notice to the 
Registrar entails liability to a fine of five pounds for every day 
of the default (Section 86). A body ecorporate may not be 
appointed receiver or manager (Section 306). A receiver or 
manager who has been appointed under powers contained in 
any instrument must within one month after the expiration of 
six months from the date of his appointment and of every 
subsequent period of six months, and within one month of his 
ceasing to act, lodge with the Registrar an abstract of his 
receipts and payments during each period of six months or 
during the period from the end of the last six months up to the 
date of his ceasing to act, and also of the aggregate amount of 
his receipts and payments since his appointment (Section 310). 
On ceasing to act he must lodge notice to that effect with the 
Registrar, who will enter the notice on the Register of Charges. 


we 1 Re Leas Hotel Co., [1902] 1 Ch, 332. 
2 Wood Green and Hornsey Steam Laundry, in re, [1918] 1 Oh, 423. 
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Default on the part of the receiver or manager in complying 
with any of these requirements renders him liable to a heavy 
fine (Section 86). Further, it is provided by Section 311 that 
where default is made by a receiver or manager in lodging 
any document or making any return specified in the section 
the Court may on application as directed therein order the 
default to be made good and may require the person in default 
to bear the costs of the application to the Court. 

The debts having priority under Section 264 are—Parochial 
and local rates which have become due and payable within 
twelve months of the date mentioned in the section (see infra) ; 
assessed taxes,’ land tax, property and income tax assessed up 
to the 5th April next before such date, not exceeding in the 
whole one year’s assessment; the wages or salary of any clerk 
or servant up to a limit of £50 in respect of services rendered 
to the company during the four months next before such date: 
the wages of any labourer or workman, not exceeding £25, for 
services rendered to the company during two months before 
such date. Any payment on account of wages or salary out of 
money advanced by some person for that purpose has priority 
up to the amount by which the amount of such wages or salary 
entitled to priority is diminished by reason of such payment. 

By virtue of Section 5 of The Mercantile Law Amendment 
Act, 1856, a guarantor who has paid a preferential debt is, in 
a winding up, entitled to stand in the place of the creditor, and 
with the same right of priority.’ 

The date referred to in the section is (a) in the ease of 
a company ordered to be wound up compulsorily which had not 
previously commenced to be wound up voluntarily, the date of 
the winding-up order; and (b) in any other case, the date of 
the commencement of the winding up. Where the resolution 
for winding up is passed at an adjourned meeting it is to be 
deemed to be passed on the date on which it was passed and not 
on any earlier date (Section 119). Where there is a voluntary 
winding up followed by a compulsory or supervision order, it 
is the commencement of the voluntary winding up that fixes the 
date. A person, therefore, who has acquired a_ preferential 
right under the voluntary winding up (e.g. in respect of four 


1 The actual assessment to tax need not have been made before the relevant date. It can be 
made after that date in respect of a proper period before it (Gowers v, Walker, [1930] 1 Oh. 262). 
2 Lamplugh Iron Ore Company, [1927] 1 Oh. 308. 
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months’ wages not exceeding £50) is not deprived of such right 
if a compulsory order should afterwards be made.’ 

In the debts having priority under Section 264 there are to 
be included all amounts due in respect of any compensation 
or lability for compensation under The Workmen’s Compensa- 
tion Act, 1925, the amount of which became due or the liability 
wherefor accrued before the relevant date, and contributions 
payable during the twelve months next before the relevant 
date by the company under The National Health Insurance 
Acts, 1924 to 1928; The Widows’, Orphans’, and Old Age Con- 
tributory Pensions Act, 1925, or The Unemployment Insurance 
Acts, 1920 to 1929.2 The priorities specified in this paragraph 
do not apply where the company is being wound up merely for 
the purposes of reconstruction or amalgamation or, in the case 
of compensation under The Workmen’s Compensation Act, 
where the company has at the commencement of the winding 
up under such a contract with insurers as is mentioned in 
Section 7 of the Workmen’s Compensation Act, rights capable 
of being transferred to and vested in the workman. 

A ereditor who has issued execution against the goods or 
lands of a company, or who has attached any debt due to a 
company, cannot retain the benefit of the execution or attach- 
ment unless he has before the commencement of the winding up 
completed the execution or attachment. This provision of the 
Act is subject to the provisos that (a) where any creditor has had 
notice of a meeting having been called at which a resolution for 
voluntary winding up is to be proposed, the date on which the 
creditor so had notice shall for the purposes of the foregoing 
provision be substituted for the date of the commencement of 
the winding up; and (b) a person who purchases in good faith 
under a sale by the sheriff any goods of a company on which 
an execution has been levied shall in all cases acquire a good 
title to them against the liquidator (Section 268). 

For the purposes of Section 268, an execution against goods 
is to be taken to be completed by seizure and sale, and an 
attachment of a debt is to be deemed to be completed by receipt 
of the debt, and an execution against land is to be deemed to 
be completed by seizure and, in the case of an equitable interest, 


1 Havana Exploration Co., in re, [1916] 1 Ch. 8. 
2 Some of the benefits conferred by the Acts of 1920 to 1929 are in certain respects amended and 
extended by The Unemployment Insurance Act 1930, 


378 WINDING UP. 


by the appointment of a receiver. In this section the expression 
‘“ goods ’’ includes all chattels personal, and the expression 
‘¢ sheriff ’? includes any officer charged with the execution of a 
writ or other process. 

Where goods of a company are taken in “execution and before 
the sale of the goods or completion of the execution by the 
receipt or recovery of the full amount of the levy, notice of 
the appointment of a provisional liquidator or of the making 
of a winding-up order or of the passing of a resolution for 
voluntary winding up is served on the Sheriff he must, on being 
so required, deliver the goods and any money seized to the 
liquidator (Section 269). But the costs of the execution are 
a first charge upon the goods or money so delivered. 

In so far as the assets of the company available for payment 
of general creditors are insufficient to meet these debts, they 
have priority over the claims of holders of debentures creating 
a floating charge, and must be paid out of the property com- 
prised in or subject to that charge (Section 264, Sub- 
section 4 (b)). But such debts have no priority in a voluntary 
winding up as against a landlord distraining. Where a 
winding-up order has been made the ease is different 
(Section 264, Sub-section 6). They have also a preference 
over the claims of holders of debentures creating a 
floating charge when the company is not in liquidation, but a 
receiver has been appointed or possession has been taken by or 
on behalf of those debenture holders. In such ease the specified 
date is that of the appointment of the receiver or of possession 
being taken (Section 78). If the debentures contain a fixed 
charge as well as a floating charge, it is only the assets 
covered by the floating charge that are subject to preferen- 
tial debts.* 

All these rank equally, and abate in equal proportions, should 
the assets be insufficient. 

A liquidator has no right to be paid his costs and expenses 
out of property covered by the debentures. But if there are any 
free assets not so covered he has, under Section 264, Sub- 
section 5, the right to retain his costs and expenses out of such 
assets before paying preferential debts, even though the result 
may be to throw the burden of paying these debts upon the 
debenture holders. The proper plaintiff to recover contribution 


1 Lewis Merthyr Consolidated Collieries, in re, [1929] 1 Ch. 489, 
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from a debenture holder with a floating charge towards pay- 
ment of a preferential debt is the liquidator acting in the name 
of the company.’ 

Wages made up partly by fixed salary and partly by com- 
mission upon work done are wages within the section.” A 
managing director of a company is not a ‘‘ clerk or servant.’’® 
The question in each case is whether the main indications of 
service exist. Four circumstances are important: (a) whether 
the claimant did his work entirely away from the office of the 
company; (b) whether he was exclusively employed by the 
company or might work for other persons; (c) whether he was 
bound to render services generally, or only a particular class 
of service; (d) whether he was working under the control of the 
company, or subject to its commands. Of these the fourth is 
the most important. A person working entirely away from 
the company’s office, not exclusively employed, only rendering 
a particular class of service, and not working under the control 
of the company, is not a “‘ clerk or servant ’’ of the company.‘ 

A receiver and manager who pays away the assets of the 
company in the course of carrying on its business, without 
providing for a preferential claim of which he has notice, is 
guilty of a breach of Section 78 and consequently is liable in 
damages to the person having the preferential claim.* 


DECLARATION OF DIVIDEND TO CREDITORS. 


The following are forms of declaration of dividends on 
debts :— 


In the matter of The Companies Act, 1929; 


and 
ine thesmatter ote eas aate sO eae, he , LIMITED. 
Ereer ae ree POL nee iS , the Liquidator of the above-named 
Company, hereby declare a Dividend at the rate of_________ shillings 
aNd Betee eee 25d. 28 pence in the pound upon the amount of the respective 


debts of the Creditors of the above-named Company whose debts have been 


1 Westminster Corporation v. Chapman, [1916] 1 Ch. 161. 

2 Re Earle’s Shipbuilding Oo., [1901] W. N. 78. 

3 Re Newspaper Proprietary Syndicate, [1900] 2 Ch. 349; and see page 12, ante. But under 
special Articles and in special circumstances a director may be a “clerk or servant”? (see in re 
Beeton & Oo., [1913] 2 Oh. page 279). : 

4 Ashley & Smith, in re, [1918] 2 Ch. 378. 

5 Woods v. Winskill, [1913] 2 Ch, 303. 
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admitted or proved [or whose names and the amount of whose debts are 
set forth in the Schedule hereto annexed]. 


Liquidator. 


[Address and date.] 
SCHEDULE. 


(If a Schedule is thought necessary.) 


DECLARATION OF DIVIDEND ON SHARES. 


(Heading as in preceding Form.) 


eles este Faas 0S SOL ee ne eens _, the Liquidator of the above-named 
Comey hereby declare a Dividend at the rate of____________ per Share 
on theme 2 ee eee Shares of the said Company, payable to the Members 


thereof according to their rights. 


Liquidator. 
[Address and date.] 


Notices that their dividends are ready for payment should be 
sent by letter to creditors and shareholders of the company. 

Money representing unclaimed dividends which for six 
months from the date when the dividend became payable has 
remained in the hands or under the control of the liquidator 
must forthwith, on the expiration of the six months, be paid 
into the Companies Liquidation Account. Where the liquidator 
has to make a return under Section 284 (see page 384, post) 
he must pay into this account within fourteen days from the 
date to which his statement of account is brought down the 
minimum balance of money representing unclaimed or undis- 
tributed assets which has been in his hands or under his control 
during the six months immediately preceding such date, less 
such part (if any) as the Board of Trade may authorise him 
to retain for the immediate purposes of the liquidation. 
Moneys representing unclaimed or undistributed assets or 
dividends in the hands of the liquidator at the date when the 
company would, in the ordinary course of things, be deemed to 
be dissolved, must forthwith be paid into this account, other- 
wise the liquidation will remain open until this is done. The 
procedure prescribed for paying money into the Companies 
Liquidation Account is to apply to the Board of Trade for a 
paying-in order, which order is an authority to the Bank of 
England to receive the payment. Money deposited or invested 
at interest by a liquidator is deemed to be money under his 
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control, and at the times ordained for payment into the 
Companies Liquidation Account he must realise the investment 
or withdraw the deposit. If, however, the investment is in 
Government securities the Board of Trade may, as an alterna- 
tive, allow the transfer of these securities to its control. The 
Board of Trade may require from a liquidator particulars, 
verified by affidavit, of money in his hands or under his contro} 
representing unclaimed or undistributed assets, and an account, 
verified by affidavit, of the sums received and paid by him as 
liquidator, and may direct and enforce an audit of the account. 
A liquidator who requires to make payments out of money paid 
into the Companies Liquidation Account must apply to the 
Board of Trade, who will either make an order for payment 
to the liquidator or direct cheques to be issued to the liquidator 
for transmission to the persons to whom the payments are to be 
made. 

If either a Members’ Voluntary Winding Up or a Creditors’ 
Voluntary Winding Up continues for more than a year the 
liquidator must at the end of the first and any subsequent year 
from the commencement of the winding up, or as soon there- 
after as may be convenient, summon a general meeting of the 
company and lay before it an account of his acts and dealings, 
and of the conduct of the winding up during the preceding 
year (Section 235, Sub-section 1). In the case of a Creditors’ 
Voluntary Winding Up the lquidator must also summon a 
meeting of the creditors for that purpose (Section 244, Sub- 
section 1). Default renders the liquidator liable to a fine of 
£10. In the case of a compulsory winding up not concluded 
within a year of its commencement the liquidator need not 
merely on that account summon any meetings, but he is under 
the obligation common to all liquidators, whether in a com- 
pulsory or voluntary liquidation, to lodge with the Registrar 
the periodical statement of account referred to page 384, post. 

A resolution passed at an adjourned meeting of creditors or 
contributories is to be deemed to have been passed on the date 
when it was passed and not on any earlier date (Section 287). 


FINAL WINDING-UP MEETING. 


As soon as the affairs of the company are fully wound up the 
liquidator must prepare an account showing how the liquidation 
has been conducted and the property of the company disposed 
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of. He must then call a general meeting of the members 
to consider the account (Section 236, Sub-section 1). In the 
case of a Creditors’ Winding Up he must also call a meeting of 
the creditors, and lay the account before the meeting 
(Section 245, Sub-section 1). These meetings must be called 
by advertisement, specifying the time, place, and object of the 
meeting, at least one month prior to the date of the meeting in 
the Gazette* (Sections 236 and 245). 

In the case of a Members’ Winding Up the notice in the 


Gazette will be— 
Form No. 1178. 


‘“THE COMPANIES ACT,’ 1929.”’ 
Ps rw. ARE Ty Sexe , LIMITED. 
(IN VOLUNTARY LIQUIDATION.) 


NoTICE IS HEREBY GIVEN that a GENERAL MEETING of the Members of 


Liquidator(s) showing how the winding up of the Company has been 
conducted and its property disposed of; to hear any explanation that may 
be furnished by the Liquidator(s) ; and to pass an Extraordinary Resolution 
as to the disposal of the books and papers of the Company and of the 
Liquidator(s). 
Dated) this ses day? ofiG Ss Ae wet Slane 
| Liquidator 


Ee A pe pes A Sia eee ies a AP ey or 
ee ee ee _ e | Liquidators. 


Solicitor, 


The Notice to the members may be in the form following :— 
Form No. 117a. 
eS od Ld ae Re ee eS ,» LIMITED, 
(IN VOLUNTARY LIQUIDATION.) 


Novick IS HEREBY GIVEN that a GENERAL MEETING of the Members of 
the above-named Company will be held at__..- 
on_____- at ala day,uthoteewess< kee CER AC) He cee peLooms errr a 
o’clock In-the. eee at al i precisely, to receive the Account of the 
Liquidator(s) showing how the winding up of the Company has been 
conducted and its property disposed of; to hear any explanation that may 
be ata the Liquidator(s); and to pass an Extraordinary Resolution 
as to the disposal of the books and papers of the OC 
Certs: p ompany and of the 


t For meaning of ‘‘ Gazette” see note 2, page 355, ante. 
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Anp NoTICcE IS HEREBY FURTHER GIVEN that the Statutory Notice of 
the above Meeting was duly advertised in the London' Gazette of_____- day 


eee oe day: Ona eee 193 , pursuant to Section 236 of The 

Rporereeieee ACG; LOCO Regret! 3 et ome en a 

tc ee ee ee Liquidator(s). 
pee ns nn oe Oe 193 


In the case of a Creditors’ Winding Up the preceding forms 
of notice will be varied by the omission of the notice of an ex- 
traordinary resolution as to disposal of the books and papers of 
the company and of the liquidator,’ as Section 283 provides that 
the books and papers shall be disposed of in the case of a 
Members’ Winding Up as the company by extraordinary 
resolution directs and in the case of a Creditors’ Winding Up 
in such way as the committee of inspection, or if there is no 
such committee, as the creditors of the company may direct. 


The Notice to the ereditors for the Gazette may be as 
follows :— 


Oe ee RN ET ae eke , LIMITED. 
(IN VOLUNTARY LIQUIDATION.) 
NoTICE IS HEREBY GIVEN that a GENERAL MEETING of the Creditors of 


OClOGKeiti< (he ves 8 ee eee precisely, to receive the Account of the 
Liquidator(s) showing how the winding up of the Company has been 
conducted and its property disposed of; and to hear any explanation that 
may be furnished by the Liquidator(s) [and to pass a Resolution as to 
the disposal of the books and papers of the Company and of the 
Liquidator]. 


LO rere) SPiN a Shey ere S708 eRe ee Liquidator(s). 


Where a notice is sent by post to creditors the form should 
contain a statement that notice has been advertised in the 
Gazette as required by the Act. 

If the committee of inspection has by resolution already 
dealt with the disposal of the books and papers the words in 
square brackets in the form given should be omitted. 


1 Or Edinburgh, as the case may be. 
2 ‘I'he appropriate form is obtainable from ttw publishers. 


884 WINDING UP. 


In each case the form must be signed by the liquidator 
(or by each liquidator where there is more than one) and the 
copy for the Gazette must be authenticated by the signature of 
a solicitor. 


RETURN OF FINAL WINDING UP MEETING. 

Within a week after the meeting (or, in the case of a 
Creditors’ Winding Up where the meeting of the members and 
that of the creditors is not held on the same day, within a week 
after the date of the later meeting) the liquidator must lodge 
with the Registrar a Return of the Final Winding-up Meeting, 
in the case of a Members’ Winding Up on Form 15a and in the 
case of a Creditors’ Winding Up on Form 15dpn. 

If a quorum of members or creditors is not present at the 
respective meetings the Act provides by Section 236 (Members’ 
Winding Up) and Section 245 (Creditors’ Winding Up) that in 
lieu of the above-mentioned Return the liquidator shall make 
a Return that the meeting was duly summoned and that no 
quorum was present, and upon making such a Return the pro- 
visions of the Act as to making a Return of Final Meeting 
are to be deemed to have been. complied with. 

Notice is not required to be sent to members or creditors 
by the Act, which only prescribes notice by advertisement in 
the Gazette; but the liquidator may deem it desirable to make 
a special effort to get a meeting. 

If the winding up is not concluded within one year after its 
commencement the liquidator must lodge a statement in. the 
prescribed form with the Registrar of Companies (Section 284). 
The statement must be sent within thirty days after the expira- 
tion of the twelve months, and, should shov’ what assets have 
been realised and what payments made, and state the amount 
of assets and liabilities at the commencement of the winding up, 
the causes which delay the termination of the winding up, and 
the period within which the winding up may probably be com- 
pleted. The statement must be lodged in duplicate and verified 
by affidavit. The forms applicable are Nos. 92, 93, 94, 95, 
and 96, which are set out on page 439 et seq., post. Similar 
statements must be submitted half-yearly from the date of the 
first statement, and a final account up to the date of dissolution. 
If the liquidator has not, during any period for which a state- 
ment has to be sent, received or paid any money on account of 
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the company, he must, nevertheless, lodge the statement with 
the rest of the prescribed particulars filled in and verified by 
affidavit. If the winding up is concluded within one year of its 
commencement the statement in that particular form is not 
required. It must be borne in mind that the dissolution of a 
company in voluntary liquidation does not take place until 
three months from the day on which the return of the final 
winding-up meeting is lodged at the Companies Registry 
(Sections 236 and 245), and inasmuch as a voluntary winding 
up does not conclude until the date of the dissolution of 
the company (or if unclaimed or undistributed funds or 
assets remain under the control of the liquidator, not 
until these have been distributed or paid into the Companies 
Liquidation Account), the liability to furnish the statement 
required under Section 284 can only be avoided if the final 
meeting should be held, the return made, and the funds and 
assets properly dealt with within nine months from the com- 
mencement of the liquidation. The account of the winding up 
required under Section 236 to be laid before the members by 
the liquidator in a Members’ Winding Up, or under Section 245 
before meetings of members and ereditors in a Creditors’ 
Winding Up, as soon as the affairs of the company are fully 
wound up, must, however, accompany the Return of the Final 
Meeting made under the two sections referred to in every 
winding up irrespective of any question of time. 

On the application of the liquidator or of any person who 
appears to the Court to be interested, the Court may in either 
a Members’ or a Creditors’ Winding Up (under Sections 236 
and 245 respectively) make an order deferring the date at which 
the dissolution is to take effect for such time as the Court 
thinks fit. Where a company has been dissolved the Court may 
at any time within two years from the date of the dissolution, 
upon the application of the liquidator or any other person who 
appears to the Court to be interested, make an order, upon such 
terms as it thinks fit, declaring the dissolution to have been void, 
and thereupon such proceedings may be taken as might have 
been taken if the company had not been dissolved. The person 
who obtains such an order must lodge an office copy of it with 
the Registrar of Companies within seven days after the order 
is made under a penalty for every day of default (Sections 2364, 
245, and 294). 

s.M.—13 
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An order may be made by the Court that a voluntary 
winding up be continued under supervision of the Court 
(Section 256). Such orders are usually made on the applica- 
tion of creditors. who are dissatisfied with the voluntary 
liquidator. The Court exercises a general control over the 
proceedings in the winding up, but the proceedings in so far 
as they differ from a, voluntary winding up are strictly legal 
and theréfore outside the scope of this work. As, however, 
Section 252 gives to creditors as well as to the liquidator and 
contributories the power to apply to the Court to determine 
any questions arising in the winding up of a company, and 
Section 249 gives the Court power to appoint or remove a 
liquidator in a voluntary winding up, a supervision order is 
not relatively of any great importance. 


THE LIiQUIDATOR’S RECORD BOOK. 


Specimen entries for a Liquidator’s Record Book in a 
Members’ and in a Creditors’ Voluntary Winding Up are given 
below. The examples printed in italic type are of the entries 
which vary in a Members’ or Creditors’ Winding Up and are 
distinguished by the letter M or C appearing at the commence- 
ment of the entry. 


THE A. B. COMPANY, LIMITED. 


M. The following Special Resolution to wind up the Company and to 
appoint a Liquidator was passed at an Extraordinary General Meeting 
hela at: 2h se Vn ty see eee i a on this date. 


C.The following Extraordinary Resolution to wind up the Company ° 
was passed at an Extraordinary General Meeting held at 
on this date? 


this date, for the’ passing of an Hxtraordinary Resolution to wind up the 
COMpANY, LT | Ki eC eee ee was on the proposition of Mr. 
nominated by the Company as Liquidator. 


1 For form of resolution see page 354, ante, 
? Yor form of resolution see page 355, ante, 
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ket DOT SRS. Bees 193 
G. Ai a-meeting: of Creditors held atic. osc) he ccee teasers on this 
date, - Mr 2 = » Chairman of the Company in the chair, Mr. W._____- 
Gy ieee AOE Pee was on the proposition of 2-22-28 nominated by the 


Creditors as Liquidator, and a Committee of Inspection of five persons, 
namely A., B., C., D., and E., was appointed. 


C. At a meeting of Members of the Company held at________________ 
on this date, a Committee of Inspection of five persons, namely F., G., H., 
I., and K., was appointed. 


Notice given to Bankers of Resolution to Wind Up and of Appointment 
of Liquidator. 


M. Printed copy of Special Resolution to wind up, signed by the 
Chairman of the Meeting, lodged with Registrar of Companies. 


C. Printed copy of Extraordinary Resolution to wind up, signed by 
the Chairman, lodged with Registrar of Companies. 


Mi. Copies of Special Resolutions, signed by the Chairman of the 
Meeting, lodged with Bankers, and arrangements made for transferring to 
the name of the Liquidator the balance of the Company’s account. 


M1. Copies of the Special Resolutions, signed by the Chairman, attached 
hereto. 


Fe a Bernie edge 1) | 193 
Advertisement in the Gazette’ of Special [or Extraordinary or 
Ordinary] Resolution passed on the____________ daygofens. atunvat LOsie 
Fee RAT 6 hhh ues 


Notice of Appointment of Liquidator lodged with Registrar of Com- 
panies. 


C. Meeting of Committee of Inspection held at 
Remuneration of Liquidator determined. 


C. Notice to Creditors of the Meeting of Creditors posted. 


1 As to meaning of “‘ Gazette” see note 2, page 355, ante. 
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i pen ae at eet A 193 

GC. Advertisement of Meeting of Creditors inserted in the Gazette * and 
(eee San See [Here give name of local paper.] 

Se ee ae 193 
C. Meeting of Creditors. Resolution passed as follows :— 

eee CE eR Se) 193 . 
C. Notice in Gazette to Creditors to send in claims. 

ss Shh a oes eS a 193 
Notice to Contributories to settle List. 

OPA User ey TOS 
Settling List of Contributories. © 

193 


Notices calling up the unpaid balances (e.g. 2s. 6d. per Share) on the 
Shares dispatched to-day. Call letters posted at the post-office in__________ 
Street dt, oup ms bya Viren eee , whose certificate of posting is attached. 


Dividend Warrants for Second and Final Dividend of 5s. in the £ 
signed for delivery. 


Liquidator’s Statement of Receipts and Payments (Form No. 92) in 
duplicate, Liquidator’s Trading Account (Form No. 94) in duplicate, List 
of Dividends Paid (Form No. 95) in duplicate, with Affidavit (Form 
No. 93), lodged with the Registrar of Companies. Also List of Amounts 
paid to contributories (Form No. 96). 

[Only necessary if liquidation is not completed within twelve months.] 


FERS Seen ae mene Sune 193 . 
Warrants of First and Final Payments to Contributories signed for 
delivery. 


1 As to meaning of ‘‘Gazette’’ see note 2, page 355. ante. 
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M. Advertisement of Final Winding-up Meeting inserted im the 
Gazette,’ and Notice sent to Contributories. 


C Advertisement of Final Winding-up Meeting of Company inserted 
in the Gazette, and Notice sent to Contributories. Advertisement of Final 
Winding-up Meeting of Creditors of Company also inserted in the Gazette’ 
and Notice to Creditors sent. 


M. Final Winding-up Meeting held. Liquidator’s Account of the 
winding up adopted. Ordinary resolution as to remuneration of Liquidator 
passed. Following Extraordinary Resolution passed: “ That the books and 
papers of the Company and of the Liquidator be retained by the Liquidator 
for two years from this date, and to be destroyed at the expiration of that 
period.” 

Poets Eee 2 193); 

C. Final Winding-up Meeting of Company held. Liquidators Account 
of winding up adopted. 


ee et eee 193 . 
C. Final Winding-up Meeting of Creditors held. Liquidator’s Account 
of the winding up adopted. The Committee of Inspection not having given 
direction as to disposal of books and papers of the Company and of the 
Liquidator, the meeting directed that the said books and papers be retained 
by the Liquidator for two years and be destroyed at the expiration of 


' that time. 


Notice of Final Winding-up Meeting having been held [or Return 
stating that Final Winding-up Meeting was duly summoned, but no quorum 
was present thereat] lodged at the Companies Registry. 


1 The notice must be published a month before the meeting. 
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RECONSTRUCTION. 


A voLuNTARY winding up followed by a reconstruction under 
Section 234 is the procedure commonly adopted by a company 
which desires to alter its constitution or reduce its capital in 
a manner not authorised by Statute. The secretary is often 
appointed liquidator of the company to be wound up, and after- 
wards secretary of the reconstructed company. 

That section provides that where a company is wound up 
voluntarily, and its business or property is proposed to be 
transferred or sold to another company, the liquidator may, 
with the sanction of a special resolution, receive, in compensation 
for such transfer or sale, shares, policies, or other like interests 
in the other company, for distribution amongst the members 
of the company being wound up, or he may enter into any 
other arrangement whereby the members of the company being 
wound up may, either in lieu of receiving cash, shares, policies, 
or other like interests, or in addition thereto, participate in the 
profits of or receive any other benefit from the purchasing 
company. 

If a member of the company being wound up who has not 
voted in favour of the special resolution expresses his dissent 
in writing, addressed to the liquidator, and left at the registered 
office of the company not later than seven days after the passing 
of the special resolution, he (the dissentient member) may 
require the liquidator either to abstain from carrying the reso- 
lution into effect, or to purchase his interest (Sub-section 3). 
Executors of a deceased member have the same right of dissent 
as the deceased member would have had if living, even though 
they have not had his shares registered in their own names.' 
Leaving the notice at the registered office is not an essential 
condition, and strict compliance in this respect may be waived 
by the liquidator, or dispensed with, for good cause, by the 
Court.? A company cannot, by its Articles of Association, de- 
prive members of the protection afforded to them by this 
section.’ Nor can this result be produced by the exercise of 
powers taken in the Memorandum, for the provisions of 
Section 234 define rights in the members which cannot by any 


1 Llewellyn v, Kasintoe Rubber Estates, [1914] 2 Oh. 670. 
2 Brailey v. Rhodesia, [1910] 2 Oh. 95. ’ Payne v. Cork Company, [1900] 1 Ch. 308, 
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clauses in the Memorandum and Articles of Association be 
excluded. Unless a contrary intention appears, a power to sell 
for shares is not confined to a sale for fully paid-up shares.” 

There is no power to compel a dissentient shareholder to 
take shares in the new company. A shareholder who does not 
assent to the transaction or determines to abandon all his 
interest in the new company will probably take steps to make 
the liquidator purchase his interest. The price is settled either 
by agreement or, in case of dispute, by arbitration (Sub- 
section 8). Dissentient shareholders may, in a proper ease, 
petition for a compulsory winding-up order before the agree- 
ment for sale has been executed. The result would be that the 
scheme could not go through unless and until it was sanctioned 
by the Court.’ 

In the case of a reconstruction the company is usually 
solvent and the first step, assuming that to be the case, will be 
for the directors to make and lodge with the Registrar of 
Companies a Declaration of Solvency in accordance with 
Section 230 (see page 351 et seq., ante), after which there should 
be given notice of an extraordinary general meeting to pass a 
special resolution that a reconstruction is desirable and to wind 
up voluntarily. Sometimes a circular explaining the objects of 
the reconstruction is also addressed to the shareholders. The 
following is a form of notice :-— 

RO Sa! Winch A= Ae UNS a , LIMITED. 


Novice IS HEREBY GivEN that an Extraordinary General Meeting of the 
above-named Company will be held at No.__________________ Street, in the 
County? of eres ees Ose aan day the______ ay not aeeeie Sass nos) 
athe o'clock in’ thel__2=_2 noon precisely, for the passing (with or 
without modification) of the following Special Resolutions :— 


Resolutions. 

1. That the Company be reconstructed under Section 234 of The 
Companies Act, 1929, by the sale and transfer of its property, assets, 
and liabilities to a new Company, upon the terms of the Scheme of 
Reconstruction now submitted to the Meeting and identified by the 
signature of the Chairman. 

2. That, with a view to such Reconstruction— 

(A)The Company be wound up voluntarily; and 
(CB)p Taber sees are 2 nee OLE ee ee ere ate 
be and he is hereby appointed Liquidator for the Parnas 


1 Bisgood v, Henderson’s Transvaal Estates, [1908] 1 Oh. 743, 
2 Mason v. Motor &c. Oo., [1905] 1 Ch. 419. 
% Consolidated South Rand Mines Deep in re, [1909] 1 Oh. 491. 
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of such winding up, with power to enter into all such 
agreements and take all such proceedings as may be 
necessary or expedient for carrying out the said scheme. 


The Scheme of Reconstruction is enclosed herewith, and also a proxy 
form, in case you should be unable to attend the Meeting on the______ day 


-----—~—-—-——* 


[Address and date.] Secretary. 


[ANOTHER FORM.] 


TE a 2 See ee COMPANY, LIMITED. 
NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the 
above-named Company, will” be, held (ats) ==) s) Ses) s= = Street, 
perl A ial Sn A ; inf the County of_2_i_22_, OBL 2 day, thes 2-day 


cree) noon precisely, for 
the purpose of considering and, if deemed desirable, of passing (with 
or without modification) the following Special Resolutions :— 


lite That ei cmoe sae aeeeeeoee oes Company, Limited, shall be wound up 
voluntarily, and that) Mr. 2 9222" === pO: ee ao ns See ee , shall be 
the Liquidator for the purpose of such winding up, with full power to 
do all things which may be deemed necessary or expedient for carrying 
into effect this Resolution. 


2. That, for the purpose of taking over the assets and liabilities 
of the said Company (hereinafter called “the Old Company’’), 
another Company (hereinafter called “the New Company’) shall be 
formed, and registered with limited liability under The Companies 


Act 1929 cand named. silhe PNG wees. ase eee Company, Limited,” 
having a Capitalot.c aes as POAVIC GG 1TitO meee ae Shares of 
£ each 


3. That each Shareholder in the Old Company shall be entitled 
(upon giving notice as is hereinafter mentioned, and upon satisfying 
all his liabilities to the Old Company) to receive in exchange for each 
Share held by him in the Old Company one Share in the New Company, 
to be issued on the footing of being paid up to the extent of 


and with a liability to calls to the extent of__________ per Share. 

4. That, of the balance of __________ to which Shares to be issued 
are liable as aforesaid, the amount of__________ per Share shall forth- 
with be called up, and the remaining____________ as and when the 


Directors of the New Company shall direct. 


5. That every Shareholder in the Old Company who desires to 
exchange his Shares therein for Shares in the New Company upon the 
above-named terms shall signify such desire to the Liquidator within 
one calendar month after the passing of these Resolutions, or, in the 
case of Members resident abroad and holders of Share Warrants, 
within such extended period as the Liquidator shall name in the 
advertisements to be hereafter issued, 
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6. That the Liquidator shall have full power to make all such 
arrangements as he shall think proper for purchasing, as prescribed in 
Section 234 of The Companies Act, 1929, the Shares held in the Old 
Company by any Member thereof who may dissent from these Special 
Resolutions, and may express such dissent in accordance with the said 
enactment. 


‘ In case you should be unable to attend the Meeting, a form of proxy 
is enclosed. In order to enable it to be used, it should be returned to me, 
duly signed, not later than______ o’clock on day; sthesen ses: instant. 


Secretary. 
[Address and date.] 


If the resolutions are duly passed, the new company will be 
incorporated, and the agreement for sale and transfer executed 
by the liquidator of the company being wound up and by the 
new company. The agreement will contain provisions showing 
how the shares in the new company are to be allotted to the 
members of the old company. 

If the directors are not able to make a Declaration of 
Solvency under Section 230, it will be necessary to ascertain 
the attitude of the creditors towards the proposed reconstruction, 
and with this purpose in view it will be advisable for the 
company to come to an agreement with the principal creditors 
to facilitate the winding up by appointing a Committee of 
Inspection which will approve the sale of the property and 
assets of the company to the new company, and also to 
nominate for the office of liquidator the same person as is 
nominated by the members of the company. The winding up 
would be a Creditors’ Winding Up, and Section 234 applies, 
with the modification that the powers of the liquidator there- 
under can only be exercised with the sanction either of the Court 
or of the Committee of Inspection (Section 243). 

The notice should in any case clearly convey to the share- 
holders the intention of the liquidator to proceed under 
Section 234. Sometimes an arrangement with creditors under 
Section 251, or under Section 153, is carried out contem- 
poraneously with a reconstruction, and notice of such arrange- 
ment given with the notice of reconstruction. The provisions 
of Section 153 are applicable to compromises or arrangements 
between a company and its members, or any class of them, as 
well as to those between a company and its creditors, and 
whether the company be in liquidation or not. When, therefore, 


s.M.—13* 
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some compromise or arrangement has been proposed, it is com- 
petent for the Court to order a meeting of the members or any 
class thereof, or the creditors or any class thereof, and if the 
requisite majority (a majority in number representing three 
fourths in value of either members or creditors, as the case may 
be) give their consent to the compromise or arrangement the 
same may be made binding by an Order of Court. A recon- 
struction of an existing company by winding up and sale of the 
eutire assets for shares in a new company may be effected under 
Section 153, provided that proper provision is made for dis- 
sentient members.’ This enables the purchase consideration to 
be distributed according to the scheme, instead of in accordance 
with the strict rights of the members under the Memorandum 
and Articles. Difficult questions may arise as to what con- 
stitutes a class of members, and legal advice will sometimes be 
necessary. If a group of members forming a “‘ class ’’ are not 
summoned to a separate meeting the Court will not give its 
sanction to the scheme. Holders of shares partly paid up with 
the uncalled balance paid in advance of calls and carrying 
interest (see Clause 16 of Table A) are a different class to 
holders of fully paid shares, and to holders of partly paid 
shares who have not paid in advance of ealls, even if all the 
shares are ordinary shares.” Should a class of shareholders 
disapprove the arrangement, the Court will, if satisfied that, 
having regard to the value of the company’s assets, that class 
has no interest in them, disregard their disapproval.* 

Under Section 154 it is provided that where an application is 
made to the Court under Section 153 for its sanction to a com- 
promise or arrangement (which latter word includes a re- 
organisation of the share capital of the company), the Court 
may by its order provide, inter alia, for the dissolution without 
winding up of the company. 

Where the reconstruction is carried through under 
Section 234, the company by which the business and property 
of the company being wound up is acquired need not be a 
company within the meaning of the Act. In connection with 
a compromise or arrangement under Section 153 ‘‘ Company ”’ 
means any company liable to be wound up under the Act; but 


{ Sandwell Park Oolliery Oo., in re, [1914] 1 Oh. 589. 
2 United Provident Assurance Oo., in re, [1910] 2 Oh. 477. 
3 Re Tea Oorporation, [1904] 1 Oh, 12. 
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the operation of Section 154 is confined to a company which is 
a company within the meaning of the Act. 

Under Section 155 power is conferred upon a transferee com- 
pany to acquire compulsorily shares of dissentients where the 
scheme or contract involving the transfer of the shares has been 
approved by nine tenths of the holders of shares of the company 
being acquired. The company to which the shares are being 
transferred need not be a company within the meaning of 
the Act. A dissentient shareholder may apply to the Court for. 
an order declaring that the transferee company is not entitled to 
acquire his shares on the terms of the scheme or contract; but 
the fact that so large a majority as the holders of nine-tenths in 
value of the shares affected approve the scheme or contract is 
prima facie evidence that the scheme or contract is fair.’ 

The various proceedings in a winding up will be found under 
‘* Winpine Up,’’ page 350 et seq., ante. 

The amalgamation of two or more companies may be carried 
out in much the same way as a reconstruction. 

Where in connection with a reconstruction or amalgamation 
scheme it is shown to the satisfaction of the Commissioners of 
Inland Revenue that a new company is to be incorporated, or 
the nominal capital of a company is to be increased, with a view 
to the acquisition of the whole or part of the undertaking or not 
less than ninety per cent. of the shares of an existing company, 
and the consideration is to be shares of the transferee company, 
relief from capital duty may be obtained by the transferee com- 
pany under The Finance Act, 1927, Section 55, as amended by 
The Finance Act, 1928, Section 31, and the Finance Act, 1930, 
Section 41. The amount of capital duty to be remitted is ealeu- 
lated in the manner provided by the said Sections. 

Concession in the case of such schemes is also made in respect 
of conveyance duty.’ 


1 Hoare & Oo., in re, [1934] 150 L. T. 374. 

2 It is most important that the provisions of these Sections should be complied with exactly, and 
that no variation should be attempted. See Oswald Tillotson v, Commissioners of Inland Revenue ; 
Brotex Cellulose Fibres v. Same; Murex v, Same, reported respectively, [1933] 1 K. B. at pp. 134, 
158 and 173. Legal advice is essential. 
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SPECIAL EVENTS AFFECTING A SECRETARY’S © 
POSITION. 


Ir is not intended to deal in this chapter with the general 
relations between employer and employed. There are, however, 
some events in the history of a company which call for notice by 
reason of their special effect upon those in the employment of a 
company. For instance, an order for the compulsory winding 
up of a company will operate as a dismissal of all its servants. 
So will the appointment by the Court of a receiver for deben- 
ture holders, or an appointment of a receiver by the debenture 
holders on their own behalf, and not as an agent for the 
company. The result of these events will be, on the assumption 
that the terms of the contract of employment do not justify a 
dismissal without notice, to give rise to a claim for damages 
against the company. On the other hand, a voluntary winding 
up does not necessarily operate as a wrongful dismissal or put 
an end to the employment, as, for instance, where it is merely 
for the purpose of reconstruction. The appointment of a 
receiver for debenture holders who is to be agent for the com- 
pany would not, of itself, affect the position of the company’s 
servants. The main difficulties in connection with the subject 
arise when a servant of the company continues to discharge the 
same duties after the happening of one of the events named, 
and consist in the determination of the nature and incidents of 
the fresh contract of service expressly or impliedly entered into 
(Gf any), and the person or persons from whom the servant is 
entitled to enforce payment. For convenience of reference any 
such fresh contract is called in this chapter ‘‘ the new contract,’’ 
as distinguished from the ‘‘ old contract ’’ of service made with 
the company. The existence of a new contract of course implies 
the supersession of the old contract. In order to simplify 
matters as much as possible the material events have been 
classified, and dealt with under separate headings. 


(A) Events which operate as a wrongful dismissal— 
1. Order for compulsory winding up. 


2. Appointment of receiver by Court at instance of 
debenture holders. (This is somewhat doubtful.) 
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3. Appointment of receiver by debenture holders on 
their own behalf, and not to act as agent for 
the company. 

(B) Events which do not so operate— 

1. Voluntary winding up (as a general rule). 

2. Appointment of receiver by debenture holders as 
agent for company. 

(a) 1. An order for compulsory winding up has the same 
effect as a notice of discharge given on the day when the 
winding-up order was made.* The secretary can prove in the 
winding up for what is due to him, and is a preferred creditor 
to a certain extent. The proof should take account of the 
remuneration and other advantages (e.g. free residence) down 
to the end of his engagement. If there is a long time to run, a 
deduction will be made in respect of the probability that he will 
obtain a new appointment.’ 

It has been stated that the reason for holding a compulsory 
winding up order to operate as a notice of discharge is that 
it changes the personality of the employer, 7.e. substitutes the 
liquidator for the company, and that it is this fact, and not 
the circumstance that the nature of the business has been 
changed from that of a going concern to that of winding up the 
affairs of the company, that works the dismissal.* It follows 
that any services rendered after the winding-up order are 
rendered to the liquidator, and not to the company. Two of 
the older cases, viz. ex parte Harding (1867, L. R. 3 Eq. 341) 
and MacDowall’s Case (1886, 32 Ch. D. 366), considered in the 
light of this principle, show that, where the circumstances justify 
the inference, a new contract between the liquidator and a 


1 Chapman’s Case, [1866] L. R. 1 Eq. 346. 

2 Yelland’s Oase, [1867] L. R. 4 Eq. 350 ; ex parte Olarke, [1869] L. R. 7 Eq. 550; see also R. &. 
Newman, in re, [1916] 2 Ch. 309, and Gramophone Records, in re, [1930] W. N. 42. A provision 
in the agreement that in the event of the appointment being determined by the winding up of the 
company the person employed shall be entitled to prove in full, will not, when the company is insolvent, 
be binding on the Court (W. R. Snow & Oo., in re, [1930] W. N. 68). Legal advice in settling the 
proof will usually be requisite. 

3 Midland Counties District Bank v. Attwood, [1905] 1 Ch. at page 362. Considerable doubt is 
thrown on this reasoning by the Court of Appeal in Reigate v. Union Manufacturing Co., [1918] 
1 K. B. 592, but it is difficult to find any theory that better explains the cases. This authority 
at all events shows that a voluntary winding up may operate as a breach of a contract of employ- 
ment, if the purpose of the voluntary winding up was to put an end to the employment, t.e. where 
there is a resolution for winding up which depends upon the company’s inability to meet its obligations 
see per Greer, L.J., Fowler v. Commercial Timber Co., [1930] 2 K. B. at page 6). A voluntary 
winding up will, ipso facto, determine the authority of a receiver, appointed under a debenture deed 
in the common form, to act as agent of the company (Thomas »v. Todd, [1926] 2 K. B, 511). 
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clerk on the same terms as the old contract between the 
clerk and the company may be implied. The liquidator might, 
therefore, have to give or be entitled to receive the same length 
of notice to determine the employment as was formerly requisite 
between the clerk and the company. But it would require a 
strong case to establish such a right to notice. It would not 
result from the mere fact that the clerk remained on for a time, 
and was paid by the liquidator for his services during that time. 
If nothing more happened than that, the liquidator could 
apparently dispense with his further services at any time. 
Further, the period during which the clerk is employed and 
paid by the liquidator will, in a sense, be put to the credit of 
the company as against any claim for wrongful dismissal. Sup- 
pose, for instance, that the company had been bound to give 
three months’ notice, and that the liquidator retained and paid 
the clerk for three months after the winding-up order at the 
same rate of salary. The latter would have no further claim 
against anyone, because he has sustained no damage through 
his wrongful dismissal by the company. This shows the 
necessity for a secretary or clerk to come to a definite agree- 
ment in writing with the liquidator personally as to what his 
position shall be, how much salary he is to receive, and what 
notice to terminate the employment. 

Assuming that a new contract has been entered into with 
the liquidator, the question whether the liquidator is personally 
responsible under it is not so clear as it might be. In Midland 
Counties District Bank v. Attwood (ante) it is stated, at page 
362, that ‘‘ the business is from the date of the winding-up 
order carried on by the Court for the purpose of liquidation 
with the assistance of the official liquidator, who is an officer of 
the Court.’’ This would seem to point to personal liability on 
the part of the liquidator, for it is upon reasons applicable to a 
position of this kind that a receiver and manager appointed by 
the Court has been held personally liable (see the opening 
sentences of Lord Esher’s judgment in Burt v. Bull, 1895, 
1 Q.B., at page 279). Moreover, the Court itself cannot possibly 
be liable, and it seems difficult to suppose that persons discharging 
the duties of a secretary, clerk, or servant are trusting for 
payment to the assets of the company. It is not at all like the 
ease of a solicitor appointed by the liquidator with the sanction 
of the Court, to whom there are special statutory provisions 
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applicable, and who is deemed to look to the assets for payment.’ 
And if the reason given above for holding a winding-up order 
to operate as a wrongful dismissal, viz. that it changes the 
personality of the employer, be correct, it seems necessarily to 
follow that the new employer—the liquidator—must be liable. 
There are, however, dicta in some of the cases (e.g. the one last 
cited) which treat a liquidator in a compulsory winding up as 
merely acting for the company, and not on his own personal 
responsibility. 

2. The next point to consider is the effect of the appoint- 
ment by the Court of a receiver and manager for debenture 
holders.” 

This has been held to amount to a wrongful dismissal by 
the company of its manager (Reid v. Explosives Company, 
19 Q. B. D. 264); but subsequent decisions render it doubtful 
whether the same result would follow in the case of every 
servant of the company (see Whinney v. Moss Steamship Co., 
1910, 2 K. B. at page 826; Parsons v. Sovereign Bank of 
Canada, 1913, App. Ca. at page 171). It depends upon the 
character of the contract of service. But it would seem clearly 
to have that result in the case of a secretary. Assuming that 
it does so operate, yet if the secretary or other employee, being 
entitled to a certain length of notice, continues to render services 
to the manager, at the same wage, for a period equal to the 
time agreed on for notice of dismissal, he can make no claim 
against the company for wrongful dismissal. Having received 
employment of equal value to that which he has lost, he has 
sustained no damage. It is no doubt possible that the receiver 
and manager might take the secretary &c.. into his employment 
on the same terms as to notice and otherwise, but it would 
require a very strong case to establish such a position. 

The appointment of a receiver and manager is in its nature 
temporary, and it would be almost absurd to infer (apart from 
express agreement) that he intended to bind himself to give a 
long notice of dismissal. It may be pointed out here that a 
receiver and manager cannot make a new contract of service on 
behalf of the company, even if he is voluntary liquidator as 
well as manager. He can make himself liable if he chooses to 
do so, but not the company, since he is not the agent of the 


1 Ez parte Watkins, [1875] 1 Oh. D. 130. 
2 As to secretary’s preferential claim see page 397, ante, 
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company. Nor indeed has the company power to make any 
further contracts in the ordinary way of business. A receiver 
and manager appointed by the Court is personally liable on all 
contracts which he enters into, and he cannot get rid of this 
liability by describing the contract as made ‘‘ on behalf of the 
company,’’ and himself as receiver and manager (Burt v. Bull, 
1895, 1 Q. B. 276). It is important to notice that a compulsory 
liquidation, whether it occurs before or after a receiver and 
manager has been appointed by the Court, does not necessarily 
introduce any fresh complication. In order to save expense it 
is the practice of the Court to appoint the same person as 
liquidator and receiver, even if the receiver is first in 
the field, because a liquidator can get in such assets as calls 
more easily and expeditiously than a receiver is able to do (re 
Joshua Stubbs, 1891, 1 Ch. 475). Even though a receiver and 
manager has been first appointed, the Court, if the business is 
to be carried on, will usually appoint the liquidator to be both 
receiver and manager (ibid.; Strong v. Carlyle Press, 1898, 
1 Ch. 268; British Linen Company v. South American and 
Mexican Company, 1894, 1 Ch., at page 1380). It is a question 
of discretion. 

It is not always the case that the liquidator is the better 
able to carry on the business. It may require a specially 
qualified person, as in Strong v. Carlyle Press (ante), where 
the receiver and manager who was appointed first was given 
leave to continue his management. In any case the Court will 
have to determine wko is to manage the business, and whichever 
is chosen is (certainly in the case of a receiver, and probably 
in case of a liquidator) personally responsible for any new 
contract entered into. The subsequent appointment of a 
receiver and manager to be voluntary liquidator does not super- 
sede his capacity of receiver (Reid v. Explosives Company 
(ante), per Lord Esher, at page 268). 

3. The chief difficulties connected with the subject arise 
when debenture holders appoint their own receiver.1 They may, 
by contract, or by virtue of The Conveyancing Act, 1881, or 
The Law of Property Act, 1925, have power to do this without 
the need of any application to the Court, and the receiver may 
be appointed either as agent for the debenture holders or as 
agent for the company. The latter situation is dealt with under 


tAgtoa secretary’s preferential claim see page 397, ante. 
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the next heading. In either case the receiver may or may not 
have powers, more or less extensive, of managing and carrying 
on the business. The appointment of a receiver and manager 
by debenture holders as their own agent is the equivalent to the 
taking possession of a mortgagor’s business by a mortgagee, and 
that would certainly operate as a wrongful dismissal by the 
mortgagor (7.e. the company) of its servants (Reid v. Explosives 
Company, ante, at page 267). A servant of a company kept on 
at an equal salary would lose pro tanto or altogether his right 
to damages against the company on the principle before ex- 
plained. 

Passing from this point, it must be carefully borne in mind 
that an employee appointed or continued by the receiver would 
not be in his employment. Both the receiver and the employee 
would be fellow servants of the same masters, 7.e. the debenture 
holders, or the trustees for the debenture holders (Owen & Co. 
v. Cronk, 1895, 1 Q. B., at page 272). 

It follows that the receiver, being a mere agent, would not 
incur any personal liability, unless (which is not unlikely) he 
contracted in such terms as to bind himself. He can, however, 
bind his principals or employers, and it is against them that any 
action must be brought if the receiver does not conform to the 
terms of a contract which he has made on their behalf. It 
remains to consider the effect produced upon the position by a 
winding up. A voluntary winding up would not alter the 
situation of the receiver, who would still carry on the business 
as before. But a compulsory winding up would stop the power 
of the receiver to carry on the business (re Henry Pound, 
42 Ch. D. at page 421). It would be the liquidator’s province 
to conduct the business. Should, however, the liquidator not 
interfere, but allow the receiver to carry on the business as 
before, the debenture holders or the trustees (as the case may 
be) would be liable on any contracts made by him in the same 
way as if there were no liquidator (see per Lord Watson, Gosling 
v. Gaskell, 1897, A. C. at page 588). 

If the liquidator did interfere, a curious position might 
conceivably arise. It has already been seen that the appoint- 
ment of a receiver and manager as agent for the debenture 
holders operates as a wrongful dismissal by the company of its 
servants. On the subsequent appointment and intervention of 
a compulsory liquidator there would be still another change in 
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the personality of the employer. It is an arguable question, 
therefore, whether, assuming that the receiver and manager 
had entered into fresh contracts of employment with former 
servants of the company, there would not be a fresh wrongful 
dismissal from that employment. 

(ps) 1. It has now been decided that a voluntary winding 
up does not necessarily operate as a dismissal of a company’s 
servants, because it works no change in the personality of the 
employer (Midland Counties District Bank v. Attwood, ante).* 

It is true that a voluntary winding up changes the business 
from one of a going concern to that of a beneficial winding up, 
but that is immaterial so long as the employer is the same, 1.e. 
the company. The subsequent appointment of a receiver and 
manager either by the Court, or by the debenture holders (or 
by their trustees) as their own agent, would, however, result in 
a wrongful dismissal by the company, with the consequences 
above stated. 

2. Appointment of a receiver and manager by the debenture 
holder (or by the trustees for debenture holders) to be agent for 
the company. Here the company would still be employer, and 
therefore there would be no automatic dismissal of its servants. 
There will, however, be an automatic determination of the 
authority of a receiver appointed under a debenture deed in the 
common form, as agent of the company, to manage its business. 
This is because Section 228 vests the power of managing the 
company’s business in the voluntary liquidator. If, after the 
resolution for voluntary winding up, such a receiver continues 
to manage the business, he will be personally liable on any 
contracts that he makes, because he has no principal (Thomas v. 
Todd, 1926, 2 K. B. 511). 

Difficulties sometimes arise in determining whether the 
receiver and manager has been appointed as agent for the com- 
pany or as agent for the debenture holder. If appointed as 
receiver under the powers conferred by The Conveyancing Act, 
1881, or The Law of Property Act, 1925, upon a mortgagee by 
deed, he would, unless the mortgage deed otherwise provided, 
be deemed to be the agent of the company. But the provisions 
of these Acts do not apply to an appointment of a receiver by 
the holder of one or some of the holders of debentures of a 


*See, however, page 397, note 3, 


SPECIAL EVENTS AFFECTING A SECRETARY’S POSITION. 403 


series. Such a receiver will be the agent of the deoenture holder 
(or holders) who appointed him, and entitled to look to such de- 
benture holder (or holders) for an indemnity.? The debenture 
or trust deed must be carefully looked at. It may contain an 
express statement on the point as in Gosling v. Gaskell (ante). 
If it does not, the nature of the powers given to the receiver and 
manager by the terms of the deed will be very material. ‘‘ There 
is no general rule of law which is of any assistance.’’ (See per 
Warrington, J., Robinson Printing Co. v. Chic, 1905, 2 Ch. 181. 
See also re Vimbos, Limited, 1900, 1 Ch. 470, and Deyes v. Wood, 
1911, 1 K. B. 806, and compare these cases with re Pound (ante), 
where there was a reference to the Conveyancing Act, and Cully 
v. Parsons, 1923, 2 Ch. 512, where the debenture contained a 
provision to the effect that the holder should not in making or 
consenting to the appointment of a receiver incur any liability 
to the receiver for his remuneration or otherwise.) 

A subsequent compulsory winding up stops the power of the 
company to appoint or employ agents altogether, and therefore 
the authority of the receiver and manager to carry on business 
as its agent is gone. It may, however, happen, as in Gosling 
v. Gaskell (ante), that the liquidator, instead of taking control, 
permits the receiver and manager to continue carrying on the 
business. In the case just referred to he did so for nearly three 
years. If, during such a period, the receiver and manager 
enters into any contracts the company will not be liable upon 
them, for he is not the company’s agent. The debenture holders 
will not be liable, for they only appointed the receiver and 
manager to act as agent for the company, and not as their own 
agent. Unless they subsequently make him their agent by their 
acts, as, for instance, by giving him directions, they are not 
liable for what he does. It seems to follow that the receiver 
himself must be liable, either on the contract itself, or in 
damages for breach of warranty of authority (see Gosling v. 
Gaskell (ante), at pages 592, 595, 596; Thomas v. Todd (ante) 
at page 517). 


1 Blaker v. Herts and Essex Waterworks Oo,, [1889] 41 O.D. 399, at p. 407. 
2 Arctic Electric Supplies, in ve, [1932] 48 T. L. R. 350. 
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TABLE A, 12929, 


BEING THE 


Statutory Regulations for the Management of Companies 
Limited by Shares 


Contained in the First Schedule to The Companies Act, 1929.* 


N.B.—Zvery Company incorporated on or after the 1st November, 1929 its governed by 
the Regulations contained in this Table, except in so far as they are excluded or varied by 
Special Articles. 


PRELIMINARY. 


1. In these regulations:— 

“The Act” means The Companies Act, 1929. 

When any provision of the Act is referred to, the reference is to that 
provision as modified by any statute for the time being in 
force. 

Unless the context otherwise requires, expressions defined in the Act 
or any statutory modification thereof in force at the date at 
which these regulations become binding on the company, shall 
have the meanings so defined. 


The expressions defined by the Act are set out in Section 380 thereof. In addition, it should be 
mentioned that Table A is an Act of Parliament, and that therefore some of the provisions of the 
Interpretation Act, 1889, will apply, ¢.g. words in the singular include the plural and vice versa. If 
a company is governed partly by Table A and partly by special Articles, the same rules of 
interpretation will be applied to the latter as to the clauses of Table A (Fell v. Derby Leather Oo., 
(1931) 2 Oh. 252). 


SHARES. 


2. Subject to the provisions (if any) in that behalf of the Memorandum 
of Association, and without prejudice to any special rights previously 
conferred on the holders of existing shares, any share may be issued with 
such preferred, deferred, or other special rights, or such restrictions, 
whether in regard to dividend, voting, return of share capital, or other- 
wise, as the company may from time to time by special resolution 
determine, and any preference share may, with the sanction of a special 
resolution, be issued on the terms that it is, or at the option of the com- 
pany, is liable, to be redeemed. 


See the note to Clause 36, page 412, post. As to redeemable preference shares see page 177 
ante, ; 
3. If at any time the share capital is divided into different classes 
of shares, the rights attached to any class (unless otherwise provided by 


1 Before a company is granted a quotation on the Stock Exchange, speci: i 
be approved by the Committee of the Stock Wxchange. The points pty iicvata oe ae 
always requires to be satisfied are, amongst others, the form of transfer, the call notices. that e 
restriction is placed by the Articles upon the transfer of shares, and that a limit is placed on pe 
borrowing powers, See also Appendix O, page 446, 3 
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the terms of issue of the shares of that class) may be varied with the 
consent in writing of the holders of three fourths of the issued shares of 
that class, or with the sanction of an extraordinary resolution passed at a 
separate general meeting of the holders of the shares of the class. To 
every such separate general meeting the provisions of these regulations 
relating to general meetings shall mutatis mutandis apply, but so that the 
necessary quorum shall be two persons at least holding or representing by 
proxy one third of the issued shares of the class and that any holder of 
shares of the class present in person or by proxy may demand a poll. 


This clause provides for the variation of the rights of different classes of shareholders in cases 
where their rights haye been fixed by the Articles of Association only. Section 153 provides for 
modification of the rights of shareholders even when they have been fixed by the Memorandum 
itself. (See page 22, ante, and Australian Hstates, in re, [1910] 1 Oh. 414, there cited.) Where all 
the shares of a class are held by one person, a formal assent by him will have the same effect as the 
sanction of an extraordinary resolution (East v. Bennett Brothers, [1911] 1 Ch. 163). In that case 


&@ memorandum of the consent was set out in the company’s minute book, and signed by the 
shareholder. 


4, Every person whose name is entered as a member in the Register 
of Members shall, without payment, be entitled to a certificate under the 
seal of the company, specifying the share or shares held by him and the 
amount paid up thereon, provided that in respect of a share or shares 
held jointly by several persons the company shall not be bound to issue 
more than one certificate, and delivery of a certificate for a share to one 
of several joint holders shall be sufficient delivery to all. 


This ig in accordance with the requirements of the Stock Exchange, under which no charge is 
to be made for the first certificate. Clause 2 of Table A, 1862, made the right to a certificate con- 
ditional on the payment of one shilling, or such less sum as the company in general meeting might 
prescribe. Every company must, within two months after any allotment, or the lodging of a 
transfer for registration, as the case may be, have the certificate ready for delivery (Section 67, 
Sub-section 1). Failure to have the certificate ready within the time specified renders the company 
and its officers liable to a fine of £5 for every day of default (ibid. Sub-section 2), and if after service 
of notice on a company in default requiring it to make good the default this is not done, the Court 
may make an order directing the company to deliver the certificate to the person entitled within a 
time specified in the order and ordering the company and officers responsible for the default to bear 
the costs of the application to the Court. These requirements do not apply in the case of a transfer 
which a company is entitled to refuse to register, and does refuse to register. The Stock Exchange 
will not grant an official quotation until the share cervificates are ready for delivery. Apart from 
Section 67 a shareholder is entitled to have his certificate issued to him within a reasonable time 

(Burdett v. Standard Exploration Oo., [1900] 16 T. 112). As to Stock Exchange requirements 
see Appendix O, page 446. 


5. If a share certificate is defaced, lost, or destroyed, it may be 
renewed on payment of such fee (if any) not exceeding one shilling, and 
on such terms (if any) as to evidence and indemnity as the directors 
think fit. 


Great caution should be exercised in the matter of renewing a certificate. A proper indemnity 
should be required, as well as satisfactory evidence of the loss or destruction of the old certificate 
In special Articles the charge for a new certificate in place of one lost or destroyed is frequently 
fixed at two shillings and sixpence, but the Stock Exchange prescribes one shilling as the maximum 
charge. Forms of indemnity are given on pages 186 and 187, ante. 


6. No part of the funds of the company shall directly or indirectly 
be employed in the purchase of, or in loans upon the security of, the 
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company’s shares, but nothing in this regulation shall prohibit transactions 
mentioned in the proviso to Section 45, Sub-section 1, of the Act. 


A company cannot purchase its own shares, as to do so would be an unauthorised reduction of 


capital (Trevor v. Whitworth, [1887] 12 App. Oa. 409). s , 
Section 45 allows, in certain circumstances, the provision by a company of financial assistance 


for the purpose of, or in connection with, a purchase of its shares. See page 169, ante, 


LIEN. 


7. The company shall have a lien on every share (not being a fully 
paid share) for all moneys (whether presently payable or not) called 
or payable at a fixed time in respect of that share, and the company shall 
also have a lien on all shares (other than fully paid shares) standing 
registered in the name of a single person for all moneys presently payable 
by him or his estate to the company; but the directors may at any time 
declare any share to be wholly or in part exempt from the provisions 
of this regulation. The company’s lien (if any) on a share shall extend 
to all dividends payable thereon. 

Table A, 1862, contained no provisions as to lien, but some such clauses as the present and Clauses 
8 and 10 have been for a long time commonly adopted as Special Articles. If an official quotation 
is desired, there must be no lien on fully paid shares (see Appendix O, page 447). Of the two liens on 
partly paid shares, that for money due in respect of the shares themselves will attach whether they are 
jointly held or not, but the lien for other sums due to the company only attaches if the shares are 


solely held. The reason for this is that shares held jointly are usually trust property. Shares 
cannot be forfeited for failure to pay money due otherwise than in respect of the shares themselves. 


See note to Clause 25. 


8. The company may sell, in such manner as the directors think fit, 
any shares on which the company has a lien, but no sale shall be made 
unless some sum in respect of which the lien exists is presently payable, 
nor until the expiration of fourteen days after a notice in writing, stating 
and demanding payment of such part of the amount in respect of which 
the lien exists as¥is presently payable, has been given to the registered 
holder for the time being of the share, or the person entitled thereto by 
reason of his death or bankruptcy. 


The purpose of this clause is to enable the company to enforce its rights without the necessity 
of bringing an action, 


9. For giving effect to any such sale the directors may authorise some 
person to transfer the shares sold to the purchaser thereof. The pur- 
chaser shall be registered as the holder of the shares comprised in any such 
transfer and he shall not be bound to see to the application of the pur- 
chase money, nor shall his title to the shares be affected by any irregu- 
larity or invalidity in the proceedings in reference to the sale. 


As to the position of a purchaser see note to Olause 28, page 410, post. 


10. The proceeds of the sale shall be received by the company and 
applied in payment of such part of the amount in respect of which the 
lien exists as is presently payable, and the residue shall (subject to a 
like lien for sums not presently payable as existed upon the shares prior 
: the sale) be paid to the person entitled to the shares at the date of 
the sale. 
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CALLS ON SHARES. 


11. The directors may from time to time make calls upon the 
members in respeet of any moneys unpaid on their shares, provided that 
,no call shall exceed one fourth of the nominal amount of the share, or 

» be payable at less than one month from the last call; and each member 
shall (subject to receiving at least fourteen days’ notice specifying the 
time or times of payment) pay to the company, at the time or times so 
specified, the amount called on his shares. 


Under Olause 4 of Table A of 1862 the directors could specify the place where and the persons to 
whom payment was to be made, as well as the time or times of payment. The specimen letters 
given on pages 204 and 205, ante, should be modified, where the present Table A applies, by requirinz 
payment to be made to the company at its registered office, instead of with bankers. See also the 
note to Clause 24, The provision of Clause 5 of Table A of 1862, that a call is deemed made when 
the resolution of the directors authorising the call was passed, is not reproduced and the resolution, 
coupled with a proper notice of the call, will therefore constitute the call (see per Parker, J., Shaw 
v. Rowley, [1847] 16 M. & W., at page 813). The Stock Exchange requires a limit on the amount 
payable at each call, 


12. The joint holders of a share shall be jointly and severally liable 
to pay all calls in respect thereof. 
The several liability thus created continues as regards calls made during the joint lives after the 


death of one of the joint holders, and judgment against one will not release the others, as would 
be the case if the debt were joint only (Kendal v. Hamilton, [1879] 4 App. Ca. 504). 


13. If a sum called in respect of a share is not paid before or on the 
day appointed for payment thereof, the person from whom the sum is 
due shall pay interest upon the sum at the rate of five pounds per centum 
per annum from the day appointed for the payment thereof to the time 
of the actual payment, but the directors shall be at liberty to waive 
payment of that interest wholly or in part. 


Directors should not waive the payment of interest unless it is to the company’s interest to do 
80, é.g. as part of a bargain with the shareholder. 


14. The provisions of these regulations as to the liability of joint 
holders and as to payment of interest shall apply in the case of non- 
payment of any sum which, by the terms of issue of a share, becomes 
payable at a fixed time, whether on account of the amount of the share, 
or by way of premium, as if the same had become payable by virtue of 
a call duly made and notified. 

This clause was first introduced by the Revised Table A, 1906. 


15. The directors may make arrangements on the issue of shares 
for a difference between the holders in the amount of calls to be paid 
and in the times of payment. 


This clause was first introduced by the Revised Table A, 1906. By virtue of arrangements made 
on the issue of shares, some may accordingly become fully paid before others. 


16. The directors may, if they think fit, receive from any member 
willing to advance the same all or any part of the moneys uncalled and 
unpaid upon any shares held by him; and upon all or any of the moneys 
so advanced may (until the same would, but for such advance, become 
presently payable) pay interest at such rate (not exceeding, without 
the sanction of the company in general meeting, six per cent.) as may 
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be agreed upon between the member paying the sum in advance and 
the directors. 


The limit of six per cent. was introduced by the Revised Table A, 1906. Otherwise this clause 
is practically the same as Clause 7 of Table A, 1862. or the purposes of arrangements under Section 
153 of the Act, members who have paid in advance of calls are a separate class (see page 393, ante). 


TRANSFER AND TRANSMISSION OF SHARES. 


17. The instrument of transfer of any share shall be executed by or 
on behalf of the transferor and transferee, and the transferor shall be 
deemed to remain a holder of the share until the name of the transferee 
is entered in the Register of Members in respect thereof. 


18. Shares shall be transferred in the following form, or in any usual 
or common form which the directors shall approve:— 


1 ASB POL ee eee oo e eeeem o , in consideration of the sum 

pac EER AP ia P58, Pep ah 7 Naat he ep paid to me by C. D., 

ie ATES AEA rt ie eae (hereinafter called “the said 
transferee”), do hereby transfer to the said transferee the 
share [or shares] numbered__________ in the undertaking called 
(BAe a Fey Uae va nt cel Company, LimiTeD, to hold unto the 
said transferee, subject to the several conditions on which 
I hold the same; and I, the said transferee, do hereby agree 
to take the said share [or shares] subject to the conditions 
aforesaid. 

As witness our hands the________ day of 

Witness to the signatures of, &e. 


In Clause 9 of Table A, 1862, the form of transfer is substantially the same as the one given here, 
but its use is made compulsory, which is sometimes inconvenient. The fact that a transfer form 
omits particulars which would be found in a common form, but are in the circumstances immaterial, 
will not entitle the directors to refuse to register it (re Letheby & Ohristopher, [1904] 1 Ch. 815). 
See page 251, ante. The Stock Exchange objects to a compulsory form of transfer other than the 
usual common form, and prefers words to the effect that ‘‘ Shares in the company shall be transferred 
in the usual common form.”” The form given in the Articles should always be used in preference 
to any other, The usual common form is given on page 250, ante. 

The instrument should be signed by both transferor and transferee, and the Secretary will refuse 
to register if it is not so signed. The directors of a company are entitled to a reasonable time for 
the consideration of every transfer before they pass it, even if the Articles contain no provision in 
that behalf (Ottos Kopje Diamond Mines, [1893] 1 Oh. 618). When a transfer is executed out of Great 
Britain, the signatures should be attested by some person holding a public position, such as a consul 
or vice-consul, a magistrate or a notary public. 


19. The directors may decline to register any transfer of shares, not 
being fully paid shares, to a person of whom they do not approve, and 
may also decline to register any transfer of shares on which the company 
has a lien, The directors may also suspend the registration of transfers 
during the fourteen days immediately preceding the ordinary general 


meeting in each year. The directors may decline to recognise any instru- 
ment of transfer unless— 


(a) A fee not exceeding two shillings and sixpence is paid to the 
company in respect thereof, and 

(b) The instrument of transfer is accompanied by the certificate of 
the shares to which it relates, and such other evidence as the 
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directors may reasonably require to show the right of the 
transferor to make the transfer. 
If the directors refuse to register a transfer of any shares, they shall 
within two months after the date on which the transfer was lodged with 
the company send to the transferee notice of the refusal. 


See pages 248 and 249, ante. The provisions of this clause are in accordance with the require- 
ments of the London Stock Exchange. A discretionary power of rejecting a proposed transfer 
vested in the directors must be exercised bona fide, and properly considered at a board meeting. 
It must further be exercised by a formal resolution. Consequently if no formal resolution declining 
registration can be passed owing to the board being equally divided, and the chairman having no 
casting vote, registration has not been ‘‘ declined,” and the transfer must therefore be registered 
(Hackney Pavilion, in re, [1924] 1 Oh. 276). Subject, however, to the necessity of exercising the power 
bona fide and reasonably, directors in whom such a power is vested are not bound to state why 
they rejected a particular individual. In any case the secretary will be safe. A letter of renuncia- 
tion of bonus shares in favour of a nominee, coupled with a letter of acceptance by that nominec, 
does not amount to a transfer, and therefore the directors cannot refuse, under an article in this 
form, to register the nomince upon the ground that they do not approve of him (Pool Shipping Co. 
tn re, [1920] 1 Oh. 251), 


20. The legal personal representatives of a deceased sole holder of a 
share shall be the only persons recognised by the company as having any 
title to the share. In the case of a share registered in the names of two 
or more holders, the survivors or survivor, or the legal personal represen- 
tatives of the deceased survivor, shall be the only persons recognised by 
the company as having any title to the share. 

This clause renders it unnecessary for the company to ascertain whether there has been any 
bequest of the shares. The executors or administrators may transfer the shares without first becoming 


registered (see page 261, ante, and Olause 21). The remainder of the clause is explained by the 
fact that shares held jointly are usually held in trust. As to the liability of joint holders see Clause 12. 


21. Any person becoming entitled to a share in consequence of the 
death or bankruptcy of a member shall, upon such evidence being pro- 
duced as may from time to time be properly required by the directors, have 
the right, either to be registered as a member in respect of the share, or, 
instead of being registered himself, to make such transfer of the share 
as the deceased or bankrupt person could have made; but the directors 
shall, in either case, have the same right to decline or suspend registra- 
tion as they would have had in the case of a transfer of the share by 
the deceased or bankrupt person before the death or bankruptcy. 


This carries out the provisions of Section 64 of the Act and (in relation to bankruptcy) of 
Section 48 of The Bankruptcy Act, 1914. Clauses 13 and 14 of Table A, 1862, did not contain the 
power for directors to decline or suspend registration. As to the exercise by the directors of the 
right to refuse registration see note to Clause 19. 


22. A person becoming entitled to a share: by reason of the death 
or bankruptcy of the holder shall be entitled to the same dividends and 
other advantages to which he would be entitled if he were the registered 
holder of the share, except that he shall not, before being registered as a 
member in respect of the share, be entitled in respect of it to exercise 
any right conferred by membership in relation to meetings of the company. 


The effect of this clause is that though an executor or trustee in bankruptcy is entitled to receive 
dividends and bonuses, he cannot vote unless he has become registered as holder of the shares. 
If there is any liability on the shares such executor or trustee would prefer not to be registered 
as that would entail personal liability for calls 
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FORFEITURE OF SHARES. 


23. If a member fails to pay any call or instalment of a call on the 
day appointed for payment thereof, the directors may, at any time 
thereafter during such time as any part of such call or instalment remains 
unpaid, serve a notice on him requiring payment of so much of the call 
or instalment as is unpaid, together with any interest which may have 
accrued. 

Olause 13 makes interest payable at the rate of five pounds per cent. 


24. The notice shall name a further day (not earlier than the expira- 
tion of fourteen days from the date of the notice) on or before which 
the payment required by the notice is to be made, and shall state that 
in the event of nonpayment at or before the time appointed the shares 
in respect of which the call was made will be liable to be forfeited. 

See also the note to Olause 11 of this Table. In view of the wording of that clause it would perhaps 


be advisable that the notice should require payment to the company at its registered office, and 
that the form given on page 204, ante, should be modified accordingly. 


25. If the requirements of any such notice as aforesaid are not com- 
plied with, any share in respect of which the notice has been given may 
at any time thereafter, before the payment required by the notice has 
been made, be forfeited by a resolution of the directors to that effect. 


To make a forfeiture of shares valid, the procedure prescribed by the Articles must be strictly 
followed. Powers of forfeiture when not contained in special Articles may be added by special 
resolution. The smallest irregularity in complying with the conditiors imposed by the Articles 
for carrying out a forfeiture may be fatal to the validity of the forfeiture. As a great deal of the 
formal work will devolve on the secretary, he must be especially careful. Provisions for the cancella- 
tion of shares are also inserted in some special Articles. Shares cannot be forfeited for failure to pay 
money not due in respect of the shares themselves. This would amount to an unauthorised reduc- 
tion of capital, and possibly also to a trafficking by the company in its own shares (Hopkinson 
%, Mortimer Harley & Oo., [1917] 1 Oh. 646). 


26. A forfeited share may be sold or otherwise disposed of on such 
terms and in such manner as the directors think fit, and at any time 
before a sale or disposition the forfeiture may be eancelled on such terms 
as the directors think fit. 


The forfeiture cannot be rescinded and the shareholder reinstated on the Register without his 
consent (re Exchange Trust, Larkworthy Oase, [1903] 1 Oh. 711). 


27. A person whose shares have been forfeited shall cease to be a 
member in respect of the forfeited shares, but shall, notwithstanding, 
remain liable to pay to the company all moneys which, at the date of 
forfeiture, were presently payable by him to the company in respect of 
the shares, but his liability shall cease if and when the company receive 
payment in full of the nominal amount of the shares. 

The effect of Section 20 of the Act is to make this liability, which accrued before forfeiture, a 


specialty debt. It will accordingly not be barred by the Statute of Limitations until the lapse of 
twenty years from the date of the forfeiture. 


28. A statutory declaration in writing that the declarant is a director 
of the company, and that a share in the company has been duly for- 
feited on a date stated in the declaration, shall be conclusive evidence 


. 
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of the facts therein stated as against al] persons claiming to be entitled 
to the share. The company may receive the consideration (if any) given 
for the share on the sale or disposition thereof and may execute a 
transfer of the share in favour of the person to whom the share is sold 
or disposed of, and he shall thereupon be registered as the holder of 
the share, and shall not be bound to see to the application of the purchase 
money (if any) nor shall his title to the share be affected by any 
irregularity or invalidity in the proceedings in reference to the forfeiture, 
sale, or disposal of the share. 

This is substantially the same as Olause 22 of Table A, 1862, except that the words “ discharged 
from all calls due prior to such purchase” are omitted. These words were, however, no real pro- 
tection to the purchaser, for they did not relieve the purchaser from the liability to pay fresh calls 
up to the amount of the unpaid balance, even if they covered the same ground as the old call, for 
nonpayment of which the shares were forfeited (Randt Gold Mining Oo. v. New Balkis, [1903] 
1 K. B. 461). Under Clause 2 the ex-holder still remains liable for the old call, and if he pays it 
the purchaser of the forfeited shares is relieved to that extent (re Randt Gold Mining Oo., [1904] 
App. Ca. 165). 


29. The provisions of these regulations as to forfeiture shall apply 
in the case of nonpayment of any sum which, by the terms of issue of 
a share, becomes payable at a fixed time, whether on account of the 
amount of the share, or by way of premium, as if the same had been 
payable by virtue of a call duly made and notified. 


CONVERSION OF SHARES INTO STOCK. 


30. The company may by ordinary resolution convert any paid-up 
shares into stock, and reconvert any stock into paid-up shares of any 
denomination. 

See pages 21 and 178 to 179, ante. 


31. The holders of stock may transfer the same, or any part thereof, 
in the same manner, and subject to the same regulations, as and subject 
to which, the shares from which the stock arose might previously: to 
conversion have been transferred, or as near thereto as circumstances 
admit; but the directors may from time to time fix the minimum amount 
of stock transferable, and restrict or forbid the transfer of fractions of 
that minimum, but the minimum shall not exceed the nominal amount 
of the shares from which the stock arose. 


The power to fix a minimum was not contained in the corresponding clause (24) of Table A, 
1862. Fractions of a pound are inconvenient, and the right to transfer them can be excluded under 
the present clause. 


32. The holders of stock shall, according to the amount of the stock 
held by them, have the same rights, privileges, and advantages as regards 
dividends, voting at meetings of the company, and other matters as if 
they held the shares from which the stock arose, but no such privilege 
or advantage (except participation in the dividends and profits of the 
company) shall be conferred by any such aliquot part of stock as would 
not, if existing in shares, have conferred that privilege or advantage. 


33. Such of the regulations of the company as are applicable to paid-up 
shares shall apply to stock, and the words “share” and “shareholder ” 
therein shall include “stock” and “ stock-holder.” 
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‘ 


SHARE WARRANTS. 


[The Clauses of Table A of 1908 dealing with share warrants are not reproduced in the present 
able.] 


ALTERATION OF CAPITAL. 


34. The company may from time to time by ordinary resolution 
inerease the share capital by such sum, to be divided into shares of 
such amount, as the resolution shall prescribe. 


Under Clause 26 of Table A, 1862, a special resolution was required, and under Clause 41 of 
the Table A of 1908 an extraordinary resolution; but by Section 41 of the Act of 1908 the power 
to increase capital was conferred on the company, and, unless an extraordinary or special resolu- 
tion was prescribed the power could be exercised by resolution of the directors. Section 50 of the 
Act of 1929 requires a resolution of the company in general meeting. A company limited by guarantee, 
if it has a share capital, and is so authorised by its Articles, may increase or reduce its capital in 
like manner (Section 50). As to increase of capital see pages 169 to 172, ante. The specific increase 
proposed must be set out in the notice convening the meeting. 


35. Subject to any direction to the contrary that may be given by 
the company in general meeting, all new shares shall, before issue, be 
offered to such persons as at the date of the offer are entitled to receive 
notices from the company of general meetings in proportion, as nearly 
as the circumstances admit, to the amount of the existing shares to 
which they are entitled. The offer shall be made by notice specifying 
the number of shares offered, and limiting a time within which the offer, 
if not accepted, will be deemed to be declined, and after the expiration 
of that time, or on the receipt of an intimation from the person to whom 
the offer is made that he declines to accept the shares offered, the directors 
may dispose of those shares in such manner as they think most beneficial 
to the company. The directors may likewise so dispose of any new 
shares which (by reason of the ratio which the new shares bear to shares 
held by persons entitled to an offer of new shares) cannot, in the 
opinion of the directors, be conveniently offered under this article. 


This is substantially the same as Clause 27 of Table A, 1862. As to who are entitled to receive 
notices of general meetings see Clause 107 


36. The new shares shall be subject to the same provisions with 
reference to the payment of calls, lien, transfer, transmission, forfeiture, 
and otherwise, as the shares in the original share capital. 

It is usual to take powers to give any part of the original or new capital such preferences or 
priorities as the company shall determine, but a company whose Memorandum and Articles contain 
no provision whatever as to preference shares may, by special resolution, alter its Articles so as to 
enable it to issue preference shares by way of increase of capital (Andrews v. Gas Meter Co., [1897] 
1 Ch. 361). Where the Memorandum contains such power, and the Articles do not contain any 


provision as to how it shall be exercised, it can be exercised by the Directors under such an article 
as Olause 67, post (Campbell v. Rofe, [1933] A. 0. 91). 


37. The company may by ordinary resolution— 

(A) Consolidate and divide all or any of its share capital into shares 
of larger amount than its existing shares. 

(B) Subdivide its existing shares, or any of them, into shares of 
smaller amount than igs fixed by the Memorandum of 
Association, subject, nevertheless, to the provisions of 
Section 50 (1) (d) of the Act. 
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(c) Cancel any shares which, at the date of the passing of the 
resolution, have not been taken or agreed to be taken by 
any person. 

Table A, 1862, contains no provisions of this kind. For the statutory provisions applicable 
see page 21, ante, and as to reduction of capital see pages 172 to 176, ante. A company must be 
authorised by its regulations as originally framed, or as altered by special resolution, to do these 
acts. 

38. The company may by special resolution reduce its share capital 
and any capital redemption reserve fund in any manner and with, and 
subject to, any incident authorised, and consent required, by law. 


GENERAL MEETINGS. 


39. A general meeting shall be held once in every calendar year at 
such time (not being more than fifteen months after the holding of the 
last preceding general meeting) and place as may be prescribed by the 
company in general meeting, or, in default, at such time in the third 
month following that in which the anniversary of the company’s incor- 
poration occurs, and at such place, as the directors shall appoint. In 
default of a general meeting being so held, a general meeting shall be 
held in the month next following, and may be convened by any two 
members in the same manner as nearly as possible as that in which 
meetings are to be convened by the directors. 

This carries out the requirements of Section 112 of the Act. That section contains the expression 
*‘calendar year,” but “year” in itself has the same meaning, i.e. a calendar year from January 
to December (Gibson v. Barton, [1875] L. R. 10 Q. B. 329). Besides the power given to any two 


members to convene the meeting if default is made in holding it, the Oourt has power under 
Section 112, Sub-section 2, on the application of any member, to call or direct the calling of the meeting. 


40. The above-mentioned general meetings shall be called ordinary 
general meetings; all other general meetings shall be called extraordinary 
general meetings. 


41. The directors may, whenever they think fit, convene an extra- 
ordinary general meeting, and extraordinary general meetings shall also 
be convened on such requisition, or, in default, may be convened by such 
requisitionists as provided by Section 114 of the Act. If at any time 
there are not within the United Kingdom sufficient directors capable 
of acting to form a quorum, any director or any two members of the 
company may convene an extraordinary general meeting in the same 
manner as nearly as possible as that in which meetings may be convened 
by the directors. 

See pages 223 to 225, ante. 


NOTICE OF GENERAL MEETINGS. 


42. Subject to the provisions of Section 117 (2) of the Act relating to 
special resolutions, seven days’ notice at the least (exclusive of the day 
on which the notice is served or deemed to be served, but inclusive of the 
day for which notice is given), specifying the place, the day, and the 
hour of meeting, and in case of special business the general nature of 
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that business, shall be given in manner hereinafter mentioned, or in such 
other manner (if any) as may be prescribed by the company in general 
meeting, to such persons as are, under the regulations of the company, 
entitled to receive such notices from the company; but with the consent 
of all the members entitled to receive notice of some particular meeting, 
that meeting may be convened by such shorter notice and in such manner 
as those members may think fit. 


The notice, if sent by post, is deemed to be served at the time at which the letter would be delivered 
in the ordinary course of post (Clause 103). As to who are entitled to receive notices of general 
meetings see Clause 107. As to general meetings see page 208 e¢ seg., ante. “‘ Special business ”* 
is defined by Olause 44. The provisions of Section 117, Sub-section 2, are set out page 130, ante. 


43. The accidental omission to give notice of a meeting to, or the non- 
receipt of notice of a meeting by, any member shall not invalidate the 
proceedings at any meeting. 


PROCEEDINGS AT GENERAL MEETINGS. 


44, All business shall be deemed special that is transacted at an 
extraordinary meeting, and all that is transacted at an ordinary meeting, 
with the exception of sanctioning a dividend, the consideration of the 
accounts, balance sheets, and the ordinary report of the directors and 
auditors, the election of directors and other officers in the place of those 
retiring by rotation, and the fixing of the remuneration of the auditors. 

This clause contains a few items beyond those mentioned in Clause 36 of Table A, 1862. On 
matters not included in the exceptions notice must be given of the general nature of the business 
under Clause 42, and it is of great importance that the notice should give correct and sufficient infor- 
mation as to the special business to be transacted. Otherwise any resolution passed in respect of 


it may be challenged. It is not necessary that the terms of any specific resolutions to be proposed 
should be set out in the notice unless an extraordinary or special resolution is to be passed (see page 


215, ante). 
_ 45, No business shall be transacted at any general meeting unless a 
quorum of members is present at the time when the meeting proceeds to 
business; save as herein otherwise provided, three members personally 
present shall be a quorum. 

This is much simpler than Clause 37 of Table A, 1862. Shareholders who are under any dis- 
qualification in respect of voting cannot be counted for the purposes of the necessary quorum (see 
re Greymouth-Point Elizabeth Railway and Ooal Oo., [1904] 1 Ch. 32). Tt will be observed that 


personal presence is required. Resolutions passed at meetings at which the proper number of 
members is not present, or at meetings irregularly convened, are invalid. ‘ 


46. If within half an hour from the time appointed for the meeting 
a quorum is not present, the meeting, if convened upon the requisition 
of members, shall be dissolved; in any other case it shall stand adjourned 
to the same day in the next week at the same time and place, and if 
at the adjourned meeting a quorum is not present within half an-hour 
from the time appointed for the meeting the members present shall be 
a quorum. 


Olause 38 of Table A, 1862, provides that if a quorum is not present at the adjourned meeting 
the meeting shall be adjourned sine die. Under the present clause there must be at least two members 
present at the adjourned meeting, for one member cannot form a meeting of the company (Sha 
v, Dawes, [1876] 2 Q. B. D. 27), For the purposes of a meeting of the holders of a particular Sate 
¢ pie & person who holds all the shares of that class may, bowever, form a meeting. See note 

0 Olause 3, 
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47. The chairman (if any) of the board of, directors shall preside as 
chairman at every general meeting of the company. 


48. If there is no such chairman, or if at any meeting he is not present 
within fifteen minutes after the time appointed for holding the meeting or 
is unwilling to act as chairman, the members present shall choose some one 
of their number to be chairman. 


49. The chairman may, with the consent of any meeting at which a 
quorum is present (and shall if so directed by the meeting), adjourn the 
meeting from time to time and from place to place, but no business shall 
be transacted at any adjourned meeting other than the business left 
unfinished at the meeting from which the adjournment took place. When 
a meeting is adjourned for ten days or more notice of the adjourned 
meeting shall be given as in the case of an original meeting. Save as 
aforesaid it shall not be necessary to give any notice of an adjournment 
or of the business to be transacted at an adjourned meeting. 


This is a variation of Clause 41 of Table A, 1862. 
! 


50. At any general meeting a resolution put to the vote of the 
meeting shall be decided on a show of hands, unless a poll is (before or 
on the declaration of the result of the show of hands) demanded by at 
least three members present in person or by proxy entitled to vote or 
by one member or two members so present and entitled, if that member 
or those members hold not less than fifteen per cent. of the paid-up 
capital of the company, and, unless a poll is so demanded, a declaration 
by the chairman that a resolution has, on a show of hands, been carried, 
or carried unanimously, or by a particular majority, or lost, and an 
entry to that effect in the book of the proceedings of the company, shall 
be conclusive evidence of the fact, without proof of the number or pro- 
portion of the votes recorded in favour of or against such resolution. 

This clause follows Clause 42 of Table A, 1862, except that the old clause made the declaration of 


the chairman merely “sufficient ’”’ evidence. As to demanding a poll in the case of extraordinary 
or special resolutions see page 219, ante. 


51. If a poll is duly demanded it shall be taken in such manner as the 
chairman directs, and the result of the poll shall be deemed to be the 
resolution of the meeting at which the poll was demanded. 


This does not give the chairman power to direct a poll to be taken by polling papers. Such 
a course would be contrary to Olause 58 (McMillan v, Le Roi Mining Co., [1906] 1 Oh. 331). 


52. In the case of an equality of votes, whether on a show of hands or 
on a poll, the chairman of the meeting at which the show of hands takes 
place or at which the poll is demanded, shall be entitled to a second or 
casting vote. 


53. A poll demanded on the election of a chairman, or on a question of 
adjournment, shall be taken forthwith. A poll demanded on any other 
question shall be taken at such time as the chairman of the meeting directs. 
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VOTES OF MEMBERS. 


54. On a show of hands every member present in person shall have one 
vote. On a poll every member shall have one-vote for each share of which 
he is the holder. 

Clause 44 of Table A, 1862, contained a graduated scale, so as to limit the voting power of the 
holders of large blocks of shares. The limitation can, however, easily be evaded by putting some 
of the shares into the names of nominees. On a show of hands those personally present have one 
vote each, whether they hold proxies or not. Votes by proxy are only counted on a poll (Ernest 
v. Loma Gold Mines, [1897] 1 Ch. 1). But where the Articles provide that a corporation may appoint 
as proxy a person who is not a member (see Clause 59), the proxy’s vote must be counted on a show 
of hands (see Ernest v. Loma Gold Mines, [1897] 1 Ch. 1, at page 8, and see also pages 218 et seq., ante). 


55. In the case of joint holders the vote of the senior who tenders 
a vote, whether in person or by proxy, shall be accepted to the exclusion of 
the votes of the other joint holders; and for this purpose seniority shail 
be determined by the order in which the names stand in the register of 
members. i 


This clause differs from Clause 46 of Table A, 1862, which only enabled the member whose name 
stood first to vote. Where, however, only the member whose name stands first is allowed to vote, 
two joint holders are entitled to require the company to split their holding into two joint holdings 
with their names in different orders. Otherwise, if the joint holder entitled to vote was ill or absent, 
and the other joint holder had no other shares in respect cf which he could vote, he cou!d not even 
be appointed as a proxy under such a clause as Clause 59 of Table A, because he wouid not be 
entitled on his own behalf to be present and vote (Burns v. Siemens Pros. Dynamo Works, [1919] 
1 Ch. 225). 


56. A member of unsound mind, or in respect of whom an order has 
been made by any Court having jurisdiction in lunacy, may vote, whether on 
a show of hands or on a poll, by his committee, curator bonis, or other 
person in the nature of a committee or curator bonis appointed by that 
Court, and any such committee, curator bonis, or other person may, on a 
poll, vote by proxy. 


57. No member shall be entitled to vote at any general meeting unless 
all calls or other sums presently payable by him in respect of shares in the 
company have been paid. 

This clause applies not only to calls, but to sums due on allotment, and cases where shares are 
issued upon the terms that they are to be paid up by fixed instalments at stated times. The corre- 


sponding Olause (47) oi Table A, 1862, required, as a general rule, that the person claiming to vote 
must have held the share for at least three months before the meeting at which he proposed to vote. 


58. On a poll votes may be given either personally or by proxy. 


59. The instrument appointing a proxy shall be in writing under 
the hand of the appointer or of his attorney duly authorised in writing, 
or, if the appointer is a corporation, either under seal, or under the hand 
of an officer or attorney duly authorised. A proxy need not be a member 
of the company. 


Olause 49 of the original Table A provides that the signature to the instrument appointing 
a proxy shall be attested by one or more witnesses, in which case failure to attest makes the instru» 
ment invalid (Harben v. Phillips, [1883] 23 Oh. D. 14) The provision that a corporation may 
appoint a proxy under the hand of an officer will enable a foreign company which has no seal to 
be represented at the meeting, Section 116 confers uu every corporation, whether a company within 
the meaning of the Act or not, the right to be represented by any person authorised by its governing 
body, whereas in the Act ‘“‘ a company ’’ means a company formed under the Oompanies Acts 
Section 380). 
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60. The instrument appointing a proxy and the power of attorney or 
other authority (if any), under which it is signed or a notarially certified 
copy of that power or authority shall be deposited at the registered office 
of the company not less than forty-eight hours before the time for holding 
the meeting or adjourned meeting at which the person named in the 
instrument proposes to vote, and in default the instrument of proxy shall 
not be treated as valid. 

As to proxies generally, see pages 218 to 220, ante. It would not be a good “‘ deposit” within 
this clause if the instrument were addressed to the secretary by name (without describing him as 
such) at an office which was his own and where he carried on business, although it was also the 
registered office of the company (Burnett v. Gill, Times Newspaper, 13th June, 1906). Under an 
Article in this form ‘‘ the meeting ”” means the original meeting. Special Articles often provide that 
proxies may be given for an adjourned meeting (see McLaren v. Thomson, [1917] 2 Ch. 261), Of 


course a proxy given in time for the original meeting is, under the form in the next clause, good for 
any adjournment. 


61. An instrument appointing a proxy may be in the following form, or 
in any other form which the directors shall approve :— 


Mi senpndl Bis Meh seh oth cok ole on oh pee CoMPANY, LIMITED. 


SS SES Meeps Ao ly it OU eee ee ae = I ee , in the 
Countye Olen ee See eee ene eee being a Member of 
hie eaeee fee dE he RES Company, Limitep, hereby 
appoint ss yee" pak Of Ne os, ee Oia eae Nb tee eee | 


as my proxy to vote for me and on my behalf at the [ordinary 
or extraordinary as the case may be] general meeting of the 
company to be held on the________ : 
at any adjournment thereof.” 
Signed this 


This form differs materially from that contained in Table A, 1862, which provides for the number 
of votes to which the appointor was entitled being stated, for the instrument being available for 
one year, and for the appointor’s signature being attested by a witness. Section 80, Sub-section 1, 
of The Stamp Act, 1891, prescribes that every instrument appointing a proxy “is to specify the 
day upon which the meeting at which it is intended to be used is to be held, and is to be available 
only at the meeting so specified. or any adjournment thereof.”” An instrument of proxy for a speci- 
fied meeting must bear a penny stamp, which may be either impressed or adhesive. If adhesive, 
it must be cancelled by the person by whom the instrument is executed. An instrument of proxy 
capable of being used at more than one meeting should be in the form of a power of attorney, and 
bear a ten shilling stamp (see page 222, ante). ‘‘ Every person who makes or executes, or votes, 
or attempts to vote, under or by means of any such letter or power of attorney or voting paper, 
not being duly stamped, shall incur a fine of fifty pounds, and every vote given or tendered under 
the authority or by means of the letter or power of attorney or voting paper shall be void” (Stamp 
Act, 1891, Section 80, Sub-section 3). 


62. The instrument appointing a proxy shall be deemed to confer 
authority to demand or join in demanding a poll. 


CORPORATIONS ACTING BY REPRESENTATIVES AT 
MEETINGS. 


63. Any corporation which is a member of the company may by 
resolution of its directors or other governing body authorise such person 
as it thinks fit to act as its representative at any meeting of the company, 
or of any class of members of the company, and the person so authorised 


$.mM.—14 
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shall be entitled to exercise the same powers on behalf of the corporation 
which he represents as that corporation could exercise if it were an 
individual member of the company. 


DIRECTORS. 


64. The number of the directors and the names of the first directors shall 
be determined in writing by a majority of the subscribers of the Memo- 
randum of Association. 


This clause follows Olause 52 of Table A, 1862, save that the determination must be in writing 
As to the procedure to be followed when the directors are named in the Articles see page 42, ante. 


65. The remuneration of the directors shall from time to time be deter- 
mined by the company in general meeting. 


See pages 46 and 47, ante, 


66. The qualification of a director shall be the holding of at least one 
share in the company. 


See pages 42 to 44, ante. The holding of share warrants is not a sufficient share qualification 
(Section 141, Sub-section 2). 


POWERS AND DUTIES OF DIRECTORS. 


67. The business of the company shall be managed by the directors, 
who may pay all expenses incurred in getting up and registering the com- 
pany, and may exercise all such powers of the company as are not, by 
the Act, or by these Articles, required to be exercised by the company in 
general meeting, subject nevertheless to any regulation of these Articles, 
to the provisions of the Act, and to such regulations, being not inconsistent 
with the aforesaid regulations or provisions, as may be prescribed by the 
company in general meeting; but no regulation made by the company in 
general meeting shall invalidate any prior act of the directors which would 
have been valid if that regulation had not been made. 


This clause gives the directors full power to manage the ordinary business of the company. In 
Quin & Axtens v, Salmon, [1909] App. Ca. 442, the opinion was expressed that the word ‘“ regula- 
tions” in the sixth line is equivalent to “‘ Articles” and hence it would follow that such regula- 
tions would require a special resolution, and could not be “‘ prescribed ’’ by a simple resolution of 
the shareholders in general meeting. But if a special resolution is necessary, it is difficult to give 
any meaning to the words “ being not inconsistent with the aforesaid regulations,” since the com- 
pany could, by special resolution, alter this clause to any extent that it thought fit (see ante, pages 
25 to 27). However, in the Automatic Self-Oleansing Filter Oo. v. Cunningham, [1906] 2 Ch. 34, 
the Court of Appeal decided, not only upon the construction of a special Article, but also on general 
principles, that directors in whom management is vested by the Articles cannot be controlled by 
the resolution of a simple majority of shareholders. In Marshall’s Valve Gear Co. v. Manning, Wardle 
& Co., [1909] 1 Ch. at page 274, Neville, J., treated those observations upon general principles as 
dicta not binding upon him, and expressed the view that under the corresponding Clause (55) of 
Table A, 1862, the majority of shareholders at a general meeting have the right to control the action 
of the directors so long as they do not affect to control it in a direction contrary to the provisions 
of the Articles. In Gramophone v. Stanley, [1908] 2 K. B. 89, the Court of Appeal repeated the 
opinions expressed in the Automatic Self-Cleansing &c. case (supra) Fletcher Moulton, L.J., indicating 
that the remedy of the shareholders was to obtain the majority requisite ‘o remove directors of 
whose policy they disapproved. In the above state of the authorities it is impossible to attribute 
much weight to a simple resolution of shareholders on a question of business policy. It is within 
both the right and duty of directors to advise the members of the company as to the advisability 
of adopting any particular course, and for that purpose to use the funds, machinery, and officers 
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of the company in order to circulate their views. And they are not bound at the same time to 
circulate the arguments of dissentient shareholders against their proposals (Campbell v. Australian 
&c. Provident Society, [1908] 99 L. 'T. 3). 


68. The directors may from time to time appoint one or more of their 
body to the office of managing director or manager for such term, and at 
such remuneration (whether by way of salary, or commission, or participa- 
tion in profits, or partly in one way and partly in another) as they may 
think fit, and a director so appointed shall not, while holding that office, be 
subject to retirement by rotation, or taken into account in determining 
the rotation or retirement of directors; but his appointment shall be 
subject to determination ipso facto if he ceases from any cause to be a 
director, or if the company in general meeting resolve that his tenure of 
the office of managing director or manager be determined. 


Directors cannot delegate their powers unless expressly authorised to do so (Howard’s Case 
[1866] 1 Ch. 561; Horn v. H. Faulder & Co., [1908] 99 L. T. 524). Compare Clause 68 of Table A, 
1862, and see page 226, ante, 


69. The amount for the time being remaining undischarged of moneys 
borrowed or raised by the directors for the purposes of the company (other- 
wise than by the issue of share capital) shall not at any time exceed the 
issued share capital of the company without the sanction of the company in 
general meeting. 


There are no borrowing powers in Table A, 1862, but the ordinary trading company has an implied 
power to borrow money for the purposes of its business (General Auction Estate Co. v. Smith, [1891] 
3 Ch. 432). A limitisrequired by the Stock Exchange Committee. (See Appendix O, page 447, post. ~ 


70. The directors shall cause minutes to be made in books provided for 
the purpose— 
(a) Of all appointments of officers made by the directors; 


(v) Of the names of the directors present at each meeting of the 
directors and of any committee of the directors; 
(c) Of all resolutions and proceedings at all meetings of the company, 
and of the directors, and of committees of directors, 
and every director present at any meeting of directors or committee of 
directors shall sign his name in a book to be kept for that purpose. 
Section 120 requires minutes of all proceedings of the company and of the directors to be kept 


and enacts that such minutes shall be evidence in all legal proceedings. The right to inspect minutes 
of general meetings is conferred by Section 121. (See pages 110 and 111, ante.) 


THE SEAL. 


71. The seal of the company shall not be affixed to any instrument 
except by the authority of a resolution of the board of directors, and in 
the presence of a director and of the secretary or such other person as 
the directors may appoint for the purpose; and that director and secretary 
or other person as aforesaid shall sign every instrument to which the seal 
of the company is so affixed in their presence. 

Persons dealing with a company should see that the sealing of a deed is properly attested. 
Section 74 of The Law of Property Act, 1925, contains important provisions in connection with the 
attestation of deeds. 


s 
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DISQUALIFICATIONS OF DIRECTORS. 
72. The office of director shall be vacated, if the director— 


(a) Ceases to be a director by virtue of Section 141 of the Act; or 

(b) Without the consent of the company in general meeting holds 
any other office of profit ‘under the company except that of 
managing director or manager; or 

(c) Becomes bankrupt; or 

(d) Becomes prohibited from being a director by reason of any 
order made under Sections 217 or 275 of the Act; or 

(e) Is found lunatic or becomes of unsound mind; or 

(f) Resigns his office by notice in writing to the company; or 

(g) Is directly or indirectly interested in any contract with the 
company or participates in the profits of any contract with the 
company. 


Provided, however, that a director shall not vacate his office by reason 
of his being a member of any corporation which has entered into contracts 
with or done any work for the company if he shall have declared the 
nature of his interest in manner required by Section 149 of the Act, but 
the director shall not vote in respect of any such contract or work or any 
matter arising thereout, and if he does so vote his vote shall not be counted. 


A resolution of the board may, in exceptional circumstances, be treated as a resolution of the 
company in general meeting, where all the shareholders are directors and all interested in the con- 
tract (see in re Express Engineering Works, cited in note to Olause 82), Indeed, where the trans- 
action is honest and intra vires, and entered into for the benefit of the company, and all the members 
agree to it, they can waive the formality of a meeting (Parker and Cooper v. Reading, [1926] 
1 Oh. 975). 

It is only if and so far as authority is given by the Articles of Association, that the board can 
make a binding contract with any other company in which a member of the quorum holds shares, 
even if he holds them in trust and not beneficially. If the second company has notice of the 
irregularity, the first company may have the transaction set aside notwithstanding that it has been 
completed, provided that it is possible to restore the original position (Transvaal Lands Oo. v. New 
Belgium Land and Development Co., [1914] 2 Oh. 488). 

Accepting an appointment as solicitor at a fixed salary, and with the obligation of performing 
certain duties, would constitute the holding of an office of profit within (b) (The Liberator &c. 
Building Society, in re, [1894] 71 L. T. 406). Buta resolution merely appointing a director solicitor 
to the company would not vacate his office as director (Harper’s Ticket &c. Machine, in re, [1912] 
W. N. 263). 

A director will come within (9) if he is ‘‘ concerned ”’ in a contract, even if he does not participate 
jn the profits (if any) arising therefrom (Star Steam Laundry v. Dukas, Times Newspaper, 6th 
February, 1913), 

On the happening of any of the events mentioned in this clause a director automatically vacates 
office, and the board have no power to waive the event which causes the vacation of the office (re 
The Bodega Oo., [1904] 1 Oh. 276). Notwithstanding that (f) contemplates a written resignation, a 
verbal resignation given to, and accepted by, the company in general meeting is binding (Latchford 
Premier Oinema v. Ennion, [1931] 2 Ch. 409. 

Some Articles of Association contain other causes of disqualification, ¢.g. “‘ becoming insolvent.” 
In order to come within this it is not necessary that a director should have committed some definite 
act on a definite day from which it could be said that the insolvency dated (London and Counties 
Assets Oo. v. Brighton &c. Picture Palace, [1915] 2 K. B. 493). 

Section 141, Sub-sections 3 and 4, provide that “‘ The office of director of a company shall be 
vacated if the director does not within two months from the date of his appointment, or within such 
shorter time as may be fixed by the articles, obtain his qualification, or if after the expiration of 
such period or shorter time he ceases at any time to hold his qualification. A person vacating office 
under this soction shall be incapable of being re-appointed director of the company until he has 
obtained his qualification.” 
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ROTATION OF DIRECTORS. 


73. At the first ordinary general meeting of the company the whole 
of the directors shall retire from office, and at the ordinary general 
meeting in every subsequent year one third of the directors for the time 
being, or, if their number is not three or a multiple of three, then the 
number nearest to one third, shall retire from office. 


Under this clause the directors appointed by the subscribers to the Memorandum (see Clause 
64) may be displaced. ; 


74. The directors to retire in every year shall be those who have been 
longest in office since their last election, but as between persons who 
became directors on the same day those to retire shall (unless they other- 
wise agree among themselves) be determined by lot. 


75. A retiring director shall be eligible for re-election. 


76. The company at the general meeting at which a director retires 
in manner aforesaid may fill up the vacated office by electing a person 
thereto, and in default the retiring director shall be deemed to have 
been re-elected unless at such meeting it is resolved not to fill up such 
vacated office. 


This clause is intended to meet the case where a director retires by rotation, and the necessity 
of re-electing or replacing him is overlooked (Spencer v, Kennedy, [1926] 1 Ch. 125). If the meeting 
is held, and the subject overlooked, and the meeting adjourned, a vacating director will be deemed 
re-elected, even if the adjourned meeting is not held (Great Northern Salt Works, 44 Oh, D. 472, at 
p. 482), See also Holt v. Catterall [1931] 47 T. L. R. 332. 


77. The company may from time to time in general meeting increase 
or reduce the number of directors, and may also determine in what rotation 
the increased or reduced number is to go out of office. 


78. Any casual vacancy occurring in the board of directors may be filled 
up by the directors, but the person so chosen shall be subject to retirement 
at the same time as if he had become a director on the day on which the 
director in whose place he is appointed was last elected a director. 


79. The directors shall have power at any time, and from time to time, 
to appoint a person as an additional director who shall retire from office at 
the next following ordinary general meeting, but shall be eligible for 
election by the company at that meeting as an additional director. 

This clause will be found convenient if one or more of the directors are temporarily unable to 
attend to the business of the company through illness or absence abroad. Of course the maximum 
number as fixed by the company in general meeting must not be exceeded. If directors having 
certain powers are unwilling or unable to exercise them, it appears that the company may do so 
(Barron v. Potter, [1914] 1 Oh. 895). In this case there were two directors, and the quorum was 
two, but one director declined to attend any directors’ meeting with the other, or discuss the affairs 
of the company with him, and an appointment of an additional director by the company in general 
meeting was held valid. 


80. The company may by extraordinary resolution remove any director 
before the expiration of his period of office, and may by an ordinary 
resolution appoint another person in his stead; the person so appointed 
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shall be subject to retirement at the same time as if he had become a 
director on the day on which the director in whose place he is appointed 
was last elected a director. 


This clause follows Olause 65 of Table A, 1862, substituting an extraordinary for a special 
resolution. ; 


PROCEEDINGS OF DIRECTORS. 


81. The directors may meet together for the dispatch of business, 
adjourn, and otherwise regulate their meetings, as they think fit. 
Questions arising at any meeting shall be decided by a majority of votes. 
In case of an equality of votes the chairman shall have a second or 
casting vote. A director may, and the secretary on the requisition of a 
director shall, at any time summon a meeting of the directors. 

A board meeting may be held informally (Smith ». Paringa Mines, [1906] 2 Ch. 193), But 
the casual meeting of two directors, even at the office of the company and although the quorum 
is two, cannot be treated as a board meeting at the option of one against the will and intention of 
the other (Barron v. Potter, [1914] 1 Ch. 895). 


82. The quorum necessary for the transaction of the business of the 
directors may be fixed by the directors, and unless so fixed shall when the 
number of directors exceeds three be three, and when the number of 
directors does not exceed three be two. 


Under this Article a board of directors may appoint a quorum of one (Fireproof Doors, 
in re, [1916] 2 Ch. 142), 

A “ quorum ”’ means a quorum competent to transact and vote on the business before the board, 
and a resolution will not be valid if it be passed at a meeting of a quorum of directors some of whom 
are forbidden by the regulations of the company to vote on the business before the board (re Grey- 
mouth-Point Elizabeth Railway Co., [1904] 1 Ch. 32; North Eastern Insurance Co., in re, [1919] 
1 Ch. 198; Victors v. Lingard, [1927] 1 Oh. 323). In Neal v. Quinn, [1916] W. N. 223, a board of 
five directors (three being a quorum) passed a single resolution allotting shares to (inter alia) three 
of themselves. It was held that the resolution was to that extent bad, and that it could not be 
split up on the basis that each director-applicant was to be treated as having refrained from voting 
on his own application. On the other hand, where all the shareholders were directors and all debarred 
by the Articles from voting as directors in respect of any contract in which they were interested, 
a full board meeting was treated by the Court as for practical purposes equivalent to a general meeting 
of shareholders, and the resolution passed thereat, though not good as a resolution of the board 
(since all the directors were interested), was valid as a resolution of the company (Express Engineering 
Works, in re, [1920] 1 Oh. 466; and see Parker and Cooper v, Reading, cited page 420, ante). 


83. The continuing directors may act notwithstanding any vacancy in 
their body, but, if and so long as their number is reduced below the number 
fixed by or pursuant to the regulations of the company as the necessary 
quorum of directors, the continuing directors may act for the purpose of 
increasing the number of directors to that number, or of summoning a 
general meeting of the company, but for no other purpose. 


The expression “ continuing directors ’’ implies the previous existence of a numerically sufficient 
board. For instance, if the minimum number of directors fixed by the Articles is four, and three 
are to form a quorum, and the company has never had more than three directors, the board cannot 
transact business. The three directors would neither be ‘‘ continuing directors’? nor could they 
constitute a quorum (Sly, Spink & Co., in re, [1911] 2 Oh. 430). 


84. The directors may elect a chairman of their meetings and determine 
the period for which he is to hold office; but, if no such chairman is elected, 
or if at any meeting the chairman is not present within five minutes after 


TABLE A, 1929. 423 


the time appointed for holding the same, the directors present may choose 
one of their number to be chairman of the meeting. 

If the directors do not fix the time for which the chairman is to hold office, they can at any 
time substitute another chairman in his place (Foster v. Foster, [1916] 1 Oh., at page 542). The 


appointment by the directors of one of their body as chairman, or as managing director, without 
remuneration, is not a contract, but a mere delegation of powers (ibid., at page 543). 


85. The directors may delegate any of their powers to committees 
consisting of such member or members of their body as they think fit; any 
committee so formed shall, in the exercise of the powers so delegated, con- 
form to any regulations that may be imposed on them by the directors. 


As to delegation see the note to Clause 68. The wording of the present clause shows that one 
member may constitute a committee (see also Taurine Oo., in re, [1884] 25 Ch. D. 118). 


86. A committee may elect a chairman of its meetings; if no such 
chairman is elected, or if at any meeting the chairman is not present 
within five minutes after the time appointed for holding the same, the 
members present may choose one of their number to be chairman of the 
meeting. 


87. A committee may meet and adjourn as they think proper. Questions 
arising at any meeting shall be determined by a majority of votes of the 
members present, and in case of an equality of votes the chairman shall 


have a second or casting vote. 
* 


88. All acts done by any meeting of the directors or of a committee of 
directors, or by any person acting as a director, shall, notwithstanding that 
it be afterwards discovered that there was some defect in the appointment 
of any such director or person acting as aforesaid, or that they or any 
of them were disqualified, be as valid as if every such person had been 
duly appointed and was qualified to be a director. 


This clause follows Section 143 which provides that all acts done by directors shall be valid not- 
withstanding any defect that may afterwards be discovered in their election. 


DIVIDENDS AND RESERVE. 


89. The company in general meeting may declare dividends, but no 
dividend shall exceed the amount recommended by the directors. 


90. The directors may from time to time pay to the members such 
interim dividends as appear to the directors to be justified by the profits 
of the company. 


91. No dividend shall be paid otherwise than out of profits. 
As to dividends generally, see pages 234 et seq., ante. 


92. Subject to the rights of persons (if any), entitled to shares with 
special rights as to dividends, all dividends shall be declared and paid 
according to the amounts paid on the shares, but if and so long as nothing 
is paid up on any of the shares in the company dividends may be declared 
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and paid according to the amounts of ‘the shares. No amount paid on a 
share in advance of calls shall, while carrying interest, be treated for the 
purposes of this Article as paid on the share. 


Under Olause 72 of Table A, 1862, dividends were payable to the members in proportion to 
their shares irrespective of the extent to which those shares had been paid up. 


93. The directors may, before recommending any dividend, set aside out 
of the profits of the company such sums as they think proper as a reserve 
or reserves which shall, at the discretion of the directors, be applicable for 
meeting contingencies, or for equalising dividends, or for any other purpose 
to which the profits of the company may be properly applied, and pending 
such application may, at the like discretion, either be employed in the 
business of the company or be invested in such investments (other than 
shares of the company) as the directors may from time to time think fit. 

This is a variation of Clause 74 of Table A, 1862. 


94. If several persons are registered as joint holders of any share 
any one of them may give effectual receipts for any dividend or other 
moneys payable on or in respect of the share. 

Where there are joint holders of a share, the practice is to send the dividend warrant or cheque 


to the first of such persons named in the Register of Members, and to make it payable to his or her 
order (see also Olause 105). 


95. Any dividend may be paid by cheque or warrant sent through the 
post to the registered address of the member or person entitled thereto, 
or in the case of joint holders to any one of such joint holders at his 
registered address or to such person and such address as the member 
or person entitled, or the joint holders, as the case may be, may direct. 
Every such cheque or warrant shall be made payable to the order of the 
person to whom it is sent, or to the order of such other person as the 
member or person entitled or such joint holders, as the case may be, 
may direct. 

The power to forfeit dividends unclaimed for three years, which was contained in Clause 76 


of Table A, 1862, is not given by Table A of 1908 or the present Table. The Stock Exchange objects 
to such a power. As to giving notice see Clauses 103 to 107, post. 


96. No dividend shall bear interest against the company. 


ACCOUNTS. 


97. The directors shall cause proper books of account to be kept with 

respect to— 

All sums of money received and expended by the company and the 
matters in respect of which the receipt and expenditure takes 
place; 

All sales and purchases of goods by the company; and 

The assets and liabilities of the sompany. 


As to penalties for false statementsin returns &c., and falsification of books, see under PENALTIES. 
98. The books of account shall be kept at the registered office of the 


company, or at such other place or places as the directors think fit, and 
shall always be open to the inspection of the directors. 
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99. The directors shall from time to time determine whether and to 
what extent and at. what times and places and under what conditions or 
regulations the accounts and books of the company or any of them shall be 
open to the inspection of members not being directors, and no member 
(not being a director) shall have any right of inspecting any account or 
book or document of the company except as conferred by Statute or 
authorised by the directors or by the company in general meeting. 


Members of a company have a statutory right to inspect the Register of Members (Section 98), 
and the Register of Charges (Section 82), and copies of instruments creating any charge (Section 
89). The right to inspect the Register of Members does not include the right to take copies (re 
Balaghat Gold Mining Oo., [1901] 2 K. B. 665); but a copy may be obtained on payment of sixpence 
for every hundred words. The right to inspect the Register of Charges includes the right to take 
copies (Nelson v. Anglo-American Land Oo., [1897] 1 Ch. 130). 


100. The directors shall from time to time in accordance with 
Section 23 of the Act, cause to be prepared and to be laid before 
the company in general meeting such profit and loss accounts, balance 
sheets and reports as are referred to in that section. 

As to the contents of the balance sheet see page 160 et seq., ante. 


101. A copy of every balance sheet (including every document 
required by law to be annexed thereto) which is to be laid before the 
company in general meeting, together with a copy of the auditor’s report 
shall not less than seven days before the date of the meeting, be sent 
to all persons entitled to receive notices of general meetings of the 
company. 2 ES 

Two copies must be forwarded to the Secretary of the Share and Loan Department of the London 


Stock Exchange at least seven days previous to the general meeting if an official quotation is desired 
(See Appendix C, page 447.) 


AUDIT. 


102. Auditors shall be appointed and their duties regulated in accord- 
ance with Sections 132, 133, and 134 of the Act. 


For the powers and duties of auditors see pages 95 to 98, ante. An auditor may or may not be 
an “ officer”’ of the company in the technical sense. (Western Counties Steam Bakeries and Milling 
Co., [1897] 1 Ch. 617.) 


NOTICES. 


103. A. notice may be given by the company to any member either 
personally or by sending it by post to him to his registered address, or 
(if he has no registered address within the United Kingdom) to the 
address (if any) within the United Kingdom supplied by him to the 
eompany for the giving of notices to him. 

Where a notice is sent by post, service of the notice shall be deemed 
to be effected by properly addressing, prepaying, and posting a letter 
containing the notice, and to have been effected, in the case of a notice of 
a meeting, at the expiration of twenty-four hours after the letter containing 
the same is posted, and in any other case at the time at which the letter 
would be delivered in the ordinary course of post. 


There was no provision in Table A of 1862 with regard to sending notices to members resident 
abroad. In the absence of special provisions such members are not entitled to notice (Union Hill 
Silver Co., [1870] 22 L. T. 200; Newcastle United Football Co., in re, [1932] W. N. 109). Note, 
that if there are members in distant parts of the United Kingdom, the course of post may be two 
days, and in some of the Hebrides more. 


3.mM.—14* 


426 TABLE A, 1929. 


104, If a member has no registered address in the United Kingdom 
and has not supplied to the company an address within the United Kingdom 
for the giving of notices to him, a notice addressed to him and advertised 
in a newspaper circulating in the neighbourhood of the registered office of 
the company, shall be deemed to be duly given to him at noon on the day 
on which the advertisement appears. 

Notices of general meetings need not be given to the persons referred to in this clause (see Olause 
107) (Dickson v. Halesowen Steel Oo., [1928] W. N. 33). It appears to relate to matters personal to 
the members, such as notices of calls, forfeitures, and the like, and in such cases the notice must 
be ‘ addressed ’? to the member in question, which presumably means that he must be named in 
the advertisement, as, for instance, ‘‘ To John Jones, Thomas Smith, and Ozias Midwinter, members 
of the X. Y. Z. Company, Limited. Take notice that...” 


105. A notice may be given by the company to the joint holders of a 
share by giving the notice to the joint holder named first in the register 
of members in respect of the share.: 


106. A notice may be given by the company to the persons entitled to a 
share in consequence of the death or bankruptcy of a member by sending 
it through the post in a prepaid letter addressed to them by name, or by 
the title of representatives of the deceased, or trustee of the bankrupt, 
or by any like description, at the address (if any) within the United 
Kingdom supplied for the purpose by the persons claiming to be so 
entitled, or (until such an address has been so supplied) by giving the 
notice in any manner in which the same might have been given if the 
death or bankruptcy had not occurred. 


107. Notice of every general meeting shall be given in some manner 
hereinbefore authorised to (a) every member except those members who 
(having no registered address within the United Kingdom) have not 
supplied to the company an address within the United Kingdom for the 
giving of notices to them, and also to (b) every person entitled to a share 
in consequence of the death or bankruptcy of a member, who, but for his 
death or bankruptcy, would be entitled to receive notice of the meeting. 
No other persons shall be entitled to receive notices of general meetings. 

This clause only relates to notices of general meetings (Section 97, Sub-section 1). Members who 
have no registered address and who have not furnished to the company any address in the United 


Kingdom for the service of notices, are not entitled as of right to receive notices of general meetings 
(Dickson v. Halesowen Steel Company, [1928] W. N. 33). 
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APPENDIX A. 


The following specimens of Resolutions, and Notices, in 
addition to those already given, may be found useful to Secre- 
taries of Companies as precedents in drafting Resolutions and 
Notices :— 


RESOLUTIONS. 
To Aporpr AND AUTHORISE ISSUE OF PROSPECTUS. 
RESOLVED—That the prospectus dated the______ day oie. ss ped BB) 


duplicate copies of which are signed by the Chairman and each of the 
Directors, be approved and adopted; that one of such copies be lodged 
forthwith with the Registrar of Companies; and that the Secretary be 
authorised to issue copies of the prospectus, together with forms of 
application, and to advertise it in extenso in the following newspapers: 
see, let UR SEG sk eee is (one insertion only in each paper). 


To Srau Drarr AGREEMENT. 
RESOLVED—That the draft agreement with Messrs._____.___________. 
for the. purchase Of = aie eee be approved and engrossed in duplicate, 
and that the seal of the Company be affixed thereto. 


To SEAL AND Carry INTO Errrect CoNTRACT. 
RESOLVED—That the contract dated the______ davaio Teese sie Loom, 
and read at this Meeting be approved, and that the Directors be authorised 
to affix the seal of the Company thereto and to carry the same into effect. 


To APPOINT A PERSON OTHER THAN THE SECRETARY FOR THE PURPOSES 
or AFFIXING THE SEAL. 

ResoLveD—That, in the absence of the Secretary, and pursuant to 

[Clause 71 of Table A, 1929, or Article___of the Company’s Articles], 

ABS, OL8 pee oe) Serene , be and is hereby appointed for the purposes 


To IssurE FuLuty Paip SHARES. 


RESOLVED—That in accordance with the contract dated the________ day 
Ohi Seana LO Smet and ernad One bw. CClim sameemerem mes Wer eer ne , Limited, 
and this Company,_______-_ fully paid shares, numbered____to____inclusive, 
De risstied: tome eee Pilmuited sim payment tonite ass ee. 2. 


referred to in Clause 1 of the above-named contract. 


To Sean Powrr or ATTORNEY. 


REeSoLvED—That the seal of the Company be affixed to the power of 
attorley im favour OLeMessis. =e ane , and that the certificates of 
a notary public and the consul for________________ be obtained thereto. 
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To Appoint COMMITTEE OF DIRECTORS WITH FULL POWERS. 
Resotvep—That (subject, to any future resolution of the Board) 


powers of the Directors. 


To APPOINT COMMITTEE OF DIRECTORS WITH LIMITED POWERS. 
ResoLveD—That Messrs. and [orci ees ee ] 


be and they are [or he is] hereby appointed a Committee with power on 
behalf of the Company to [set owt what the power is]. 


To OPEN BANKING ACCOUNT. 
RESOLVED— 


That am account be) opened at) Thes sss 2s 2 = Bank, Limited, in 
the name of the Company. 

That the said Bank be and they are hereby authorised to pay to the 
_ debit of such account all cheques drawn upon same, and all bills, drafts, &e., 
made payable at the said Bank when signed by two of the Directors of the 
Company and countersigned by the Seeretary for the time being. 

That a copy of this resolution, signed by the Chairman and accompanied 
by specimens of the signatures of the Directors and Secretary, be forwarded 
to the Bank. 

To ApopT CoMMON SEAL. 


REsoLveD—That the common seal, an impression whereof is affixed to 
these minutes, be and is hereby adopted as the common seal of the 
Company. 

To DETERMINE AS TO CusTODY or KEYS oF SEAL. 


ResoLveD—That a key of one of the locks to the Company’s seal be 
given into the possession of__-=-—_-——___ 7 , the Chairman, that a key 
of the other lock be retained by the Secretary, and that the duplicate keys 
be kept at the Company’s office in a sealed packet, to be used in case 
of emergency, under the control of the Chairman of any Meeting. 


To DrcLARE DIVIDEND IN CASH. 


To DECLARE DIVIDEND IN SHARES. 


RersotvepD—That an interim dividend, free of income tax, represented by 


fully “paid (ordinary Shee ein eee een ee Limited, in the 
proportion of one share in the said Company for every________ shares held 
in this Company, be and is hereby declared payable to the shareholders 
whose names are on the books of the Company on__________ , and that the 


transfer books be closed during the said___..._._ st. The letters of 
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allotment to be issued on___..______ , and the requisite contracts to 
be lodged with the Registrar of Companies within one month from the 
date of allotment of such shares. 


To CLosE TRANSFER BOOKS. 


ResoLvED—That the share transfer books of the Company be closed 
from COR een ae , both days inclusive, to allow of the 


preparation of warrants for the dividend payable on the latter date. 


To INCREASE CAPITAL. 

ResoLveD—That, at the Extraordinary General Meeting of the Company 
to be held immediately upon the close of the approaching Annual General 
Meeting, a resolution be submitted to the shareholders for the increase of 
the nominal share capital of the Company by the creation of___._______ 
additionalyshares: ofjSee 222 each. 


Another Form. 


RESOLVED— 

1. That the nominal share capital of the Company be increased by the 
Credvion, Ole ee MIGWeSRALeS Of ae ee each, 

2. That the new shares be called preference shares, and that the holders 
thereof be entitled to a cumulative preferential dividend of__________ per 
centum per annum on the amount paid up thereon, but to no further share 
in the profits of the Company. 

3. That in the event of the Company being wound up, the holders of 
the said shares shall be entitled to have the surplus assets of the Company 
applied, in the first place, in repaying to them the amount paid up on the 
preference shares held by them respectively. 

4. That the said shares shall not be offered to the Members in 
accordance with Article________ of the Articles of Association, but shall be 
under the absolute control of the Directors, who shall be at liberty to allot 
or otherwise dispose of the same to such persons, on such conditions and 
at such times as they shall think fit. 


To REDUCE CAPITAL. 
RESOLVED—That the capital of the Company (now consisting of £____, 


divided into____shares of £____each, fully paid up) be reduced to £______ ; 
divided into____shares of £____each, fully paid up, and that such reduction 
be effected by cancelling paid-up capital to the extent of £._____ per share. 


To SUBDIVIDE SHARES. 

Resotvep—That the capital of the Company be £100,000, divided inte 
100,000 shares of £1 each, in lieu of 10,000 shares of £10 each, and that ten 
shares of the new denomination, credited with £1 per share paid up, be 
issued in exchange for each one of the old shares credited with £10 per 
share paid up. 

To Forrreir SHARES. 

Resotvep—That_____.______ SUATCS sOte cee = ee each, numbered____ 
tose inclusive, whereon £______ per share has been paid, and which were 
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at the date of this resolution standing in the name of__________-------- 
Of mea Ree Oi ne ee Be, , be and the same are hereby forfeited for 
nonpayment of calls of £______ each, made on, the____day of____--,; 193 , 
‘and sb heme daynolas saaeo3 , 193 , respectively, and that the said shares 


be disposed of as the Directors shall think fit. 


To Aporr PROVISIONS oF ForGED TRANSFERS ACTS. 
ResoLveD—That, with the view of securing to registered transferees of 
the shares and stock of the Company an undoubted title to their property, 
the Directors be requested to adopt, on behalf of the Company, the pro- 
visions of The Forged Transfers Acts, 1891 and 1892. 


To ALTER MEMORANDUM OF ASSOCIATION. 

RESOLVED—That the provisions: of the Memorandum of Association of 
the Company with respect to the objects of the Company be altered by 
adding to Clause______ of such Memorandum, after Sub-clause (d), the 
following Sub-clause: namely—(dd) To acquire by purchase, lease, 
exchange, or otherwise, or to adopt the previous purchase by the company of 
any land, buildings, or hereditaments, in the town or county of 
adjoining or in proximity to or which may seem to the Company suitable 
or desirable to be acquired for the purpose of developing, using, or turning 
to profitable account, any part of the property mentioned in Sub-clause 
(a), or any other property of the Company, whether acquired under this 
Clause or otherwise. To erect on any land of the Company any factories, 
warehouses, dwelling-houses, shops, or other buildings, and generally to 
manage, sell, lease, develop, turn to account, mortgage, charge (by debentures 
or otherwise), and deal with any land, buildings, or other property or rights 
of the Company, real or personal, whatsoever and whensoever acquired. 


NOTICES. 
Or ORDINARY GENERAL MEETING. 


en eee SUE EE , LIMITED. 
NOTICE IS HEREBY GIVEN that the Annual Ordinary General Meeting of 
I ath a de Go coh db Tae dB , Limited, will be held at 


ON Sa eee dayongi ne aes Sonat 20 Ok ee en eee SOMOS etic eee o’clock 
INsthes eee noon precisely, to receive and consider the Directors’ Report 
and Statement of Accounts, to declare a Dividend, to elect a Director in 
Place: Of see = ewes retiring, to appoint Auditors and fix their remuneration, 


and to transact the other ordinary business of the Company. 

Holders of Share Warrants to Bearer desiring to attend the General 
Meeting must lodge their Warrants at the Office of the Company on or 
betore, theless eae. instant. 

The transfer books of the Company will be closed from_____ to 
aye ee , 193 , both days inclusive. 


[Addresr and date.] Secretary. 
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Or EXTRAORDINARY GENERAL MEETING TO ALTER ARTICLES OF 
ASSOCIATION &C. 


eee See Oe a = endl Bienes , LIMITED. 
Novick IS HEREBY GIVEN that an Extraordinary General Meeting of 


desirable, passing (with or without modification) the following Special 
Resolutions :— 


1 ThetwARti Cle: 2 fess be deleted and the following new Article 
numbered_____-__ be adopted in place thereof: that is to say— 
; “The Directors shall be entitled to be remunerated 
out of the funds of the Company for their services at the 
rate of £250 each per annum, and in addition every director 
shall be entitled to be reimbursed all travelling and hotel 
expenses properly incurred by him in or about the business 
of the Company. 
2. That the nominal share capital of the Company be increased from 


eos TELE [divided: intol2==_. == preference shares and________ 
ordinary shares (where there is more than one class of shares) | 
LOW ete by the creation of______._ [new preference or 


ordinary, as the case may be, where there is more than one class 
of shares] additional shares of £1 each. 

3. That the Company hereby authorise the Board from time to time 
to raise for the purposes of the Company, by way of loan, upon 
such security, and upon such terms and conditions, and in such 
manner generally as the Board think fit, having due regard to 
existing securities, such sums as the Board may from time to 
time deem expedient, but so that there shall not be outstanding 
at any one time more than £________ in addition to the amount 
already authorised under the Articles of Association. 


[Address and date.] Secretary. 


Or EXCHANGE OF CERTIFICATES. 


Lo) 2 A RIE 86 ip Li De eee get , LIMITED. 

NoTICE IS HEREBY GIVEN that on and after________ » upon shareholders 

depositing their old Share Certificates at the Registered Office of the 

Company, new Certificates, rendered necessary by the reduction of the 
Capital of the Company, will be issued in exchange therefor. 

The transfer books, as regards the old Certificates, will be finally closed 

Ole. toe! . No transfer of old shares will be recognised after that date, 

and the new issue will be made only to registered holders as on 


Pi ae por pl lca woes ani eB 


{Address and date.] Secretary. 
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To HoLprrs oF SHARE WARRANTS OF DECLARATION OF DIVIDEND. 


A Quarterly Interim Dividend at______ per centum per annum, free of 
Income Tax, has been declared by the Directors of____---------- ; 


being the second Dividend for the half year ending_________- , payable on 
andeal ter ees 2 eee wr lL93e CouponeNomss=. = must be presented through 


a banker or deposited in person with The_______-________ Bank, Limited, 
pais eae Se Street, London, E.C., three clear days for inspection and 
payment of same. The books of the Company are closed for seven days 


TOM Les eee instant. 


[Address and date.] Secretary. 


Or DRAWING oF MortTGaGr DEBENTURE BONDS. 


rt REIS A ca nr , LIMITED. 


NOTICE IS HEREBY GIVEN that the undermentioned Mortgage Debenture 
Bonds of this Company have this day been drawn for redemption in the 


DECSONCCLO1 eee ne em eee anda a oe , two of the Trustees;________ : 
one of the Directors of the Company; and____________ j70Le 2% 58: ae : 
Notary Public:— 
INOS ee ne ee 
The Bonds so drawn will be paid on presentation at the Company’s 
ORICON. eee ee ee ee SONU OURS CUCL ee mane 2 ycscho sot a instant, 
between the hours of______ o’clock in the forenoon and______ o’clock in 


the afternoon (Saturdays excepted). 


[Address and date.] Secretary. 


Another Form. 


ate See Sir , LIMITED. 


Six PER CENT. Bonps (SINKING FuNpD). 


TWENTY-FOURTH HALF-YEARLY DRAWING, PAYABLE________ lose. 

Novick Is HEREBY GIVEN that, in accordance with the Deed of Trust 
datedaaes Si eee , the following Numbers of Bonds, to the amount 
OLRi =e pau OL SPaLy NON Uwe Omen OT) eee ee next, were this day 
publicly drawn at the Offices of the Company in the presence of 
Mir: Stee Eph nt 9 as » Notary Publie:— 
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Bonds of £______ each Ap ae xe FSi eh 
Distinctive Numbers. | No. of Distinctive Numbers. No. of 
| Bonds. Bonds. 
From | To From To 
Total drawn to date Ae fie a Ca SEF 
The above Bonds will be paid on and after_._______________ next at the 


Company’s Office. 

Bonds to be paid must be left four clear days previously for 
examination. 

N.B.—Interest on the Bonds so drawn will cease on____________ next. 


Secretary. 


Present— 


Notary Public. 
[Address and date.] 


Or PAYMENT OF COUPONS. 


SE es Sa 2 Te aes Shee ; LIMITED. 


The Directors of the above Company beg to notify that the Half-yearly 
Coupons of the Debentures of the Company will be payable on and after 
the Inptantwatybbeo se eee Bank, Limited. Coupons must 


be deposited for inspection three clear days before the date of payment. 


[Address and date.] Secretary. 


Or PAYMENT OF COUPONS AND DrRawNn Bonps. 


rca ee ee ee See aS , LIMITED. 


Six PER CenT. DEBENTURE BONDS. 

The Coupons of the above Bonds due on________ next, together with the 
Bonds drawn on the________ instant (the numbers of which have been duly 
advertised), will be paid on and after________ next (Saturdays excepted), 
at the Offices of the Company. 

The Coupons and drawn Bonds must be left three days previous to 


payment. 


on a a a we een ee 


[Address and date.] Secretary. 
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x 


Or RENEWAL OF DEBENTURES. 


oo SST ge Se eS , LIMITED. 


The: Directorsvot M125 eae ae , Limited, give notice that, 
Debentures which fall due on_______-_ , they are willing 
Pee ere Debentures for a further period of_______-__-__years 
from that date, with interest at______ per centum per annum, and that the 
holders of the above-mentioned Debentures will, to the extent above named, 
be allowed the option of renewing their Debentures on these terms, on 
giving notice of their desire by letter addressed to the Secretary on or 
before thes 2 dayot l= 22 ees , 193 . Applications (which must state 
the number and amount of each Debenture to be renewed) wiil be acceded 
to in the order of priority of receipt. 


[Address and date.] : Secretary. 


Or APPORTIONMENT oF NEW SHARES, 


Re eS nen ee, es eS, LIMITED 
Novick IS HEREBY GIVEN that, pursuant to resolutions passed at the 
General Meeting of Shareholders held on_______.____, the Directors are 


prepared to allot_. = — each to the present 
Shareholders, being the pro rata proportion on the footing of One 
Preference Share for every [Five] Ordinary Shares of the issued Capital, 
exclusive of fractions. 

Shareholders must make application for the proportion of the Preference 
Shares to which they are entitled, and remit the amount due thereon to 
the Offices of the Company as below, on or before the___.day of________. 
Holders of Share Warrants to Bearer must lodge their Share Warrants 
with their applications. Shareholders not resident in the United Kingdom 
should forward their applications, accompanied by the requisite remittance, 
to the Company’s Agents, as under, on or before the date named, and, if 
Holders of Share Warrants to Bearer, they must lodge their Share Warrants 
with such Agents at the same time:— 


InP arisateuberoficaroteN rasa meee SROCLOTO IM bas sees 
Tt (Calewttas, withieNles sts ame eos ee sy WeLOres - ae ee 
In -Colombovssywithi eit 8 oe One wees » before 


The requisite application forms may be antasned at the Office ii the 
Company, or from its Agents, as above. In default of receiving an 
application with remittance from any Shareholder by the dates above 
mentioned the Directors will assume that he does not desire an allotment, 
and they will deal with the shares in the manner authorised. 


or rn we we oe 


[Address and date.] Secretary. 
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Or EXTRAORDINARY GENERAL MEETING TO WIND UP. 


Be BP Se I ae a oa Eee ths , LIMITED. 
Novice IS HEREBY GIVEN that an Extraordinary General Meeting of 
the above-named company will be held at_____.._______________-___- on 
te gaat at day, the.) daveots 20k eee OS ate ee te tose ovclock 


Ria Rt faded noon, for the purpose of considering and, if deemed 
desirable, passing (with or without modification) the following Special 
Resolutions :— 

1. That the Company be wound up voluntarily, and that____________ 
Fe ere eee eee be and they are hereby appointed joint 

Liquidators. 

2. That the Liquidators be and are hereby empowered to sell the assets 
and undertaking of the Company to another Company, to be 
Called 7+ Sense nee eee , Limited, or some similar name, such 
other Company undertaking all the liabilities of____._________ 
himited efor the ysumvor (fees es , to be paid in fully paid 
shares of such other Company, such other Company also paying 
all expenses and costs of the winding up and the receipt and 
distribution of the shares. 


[Address and date.] Secretary. 


To HouLpERS oF SHARE WARRANTS OF COMPANY IN LIQUIDATION. 


, LIMITED. 


eerie" (In Liquidation.) — 

NoTIcE IS HEREBY GIVEN that the above-named Company being, in 
pursuance of the Special Resolutions recently passed, now in course of 
liquidation, the Shareholders resident abroad and the Holders of Share 


Warrants are required within________ days from this date to signify to 
me, the undersigned, whether or not they desire to receive in exchange 
for each share held in the above Company one £________.. share in 
NGWi a oeeee eee eee , Limited, formed to take over the property 
and assets of the above Company, to be issued on the footing of being paid 
up to thepextent. ole. 2 = es es , and with a liability to calls to the 
extentyot a= 5 OL which see ee per share shall be forthwith called up, 
and the balance of__________ as and when the Directors shall determine. 
Anvyyehates:it DN eWen en 552 een ee dae , Limited, not taken up by the 
Members! 0Ls eae oe ane , Limited, may be issued and allotted by 


the Directors to persons other than the persons now entitled. 


[Address and date.]} Liquidator. 
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Or FourtHrER JssvuE or CAPITAL. 


, LIMITED. 


Sir,—The Directors have recently received a Lee TOMS eee ee 
from which it is clear that it will be necessary to issue some further oa 
of the Capital which was authorised in__________ last. The Directors have 
determined to offer________ sharesyoty.= =e each for subscription at par; 
and, in accordance with Article______ of the Articles of Association, these 
shares must be “offered in the first instance to the Members of the 
Company pro rata.” I am therefore directed to offer you________ shares 
of this new issue. If you desire to subscribe for these shares, or any of 
them, be good enough to fill up the enclosed form, and return it to me not 
laters thaneaeeeee ee next, as a Meeting of Directors for the purpose of 
allotment will be held on__________-_ in next week. In the event of my 
not hearing from you, it will be assumed that you decline to subscribe. 

Your obedient servant, 
Secretary. 

[To the foregoing letier will be annexed a form of application and 
bankers’ receipt.] 


SPECIMEN FORMS 


FORM OF TRANSFER BY EXECUTORS OR ADMINISTRATORS. 


WE, being the executors [or administrators] of A.B., deceased, in con- 


sideration of the sum of £________ DRG. Uy se ones eee Oi 2 ae oleae 
(hereinafter called “the transferee’’), hereby sell and transfer to the said 
transferee the shares, numbered____to____inclusive, in__________________ 


Limited, subject to the conditions upon which the said A.B. would have 
held the said shares if he were living at the date hereof; and I, the 
said transferee, do hereby accept and take the said shares subject to the 
conditions aforesaid. 

As Witness &e. 


LETTER OF GUARANTEE THAT BILLS SHALL BE PAID 
AT MATURITY. 
(Stamp, 6d., impressed or adhesive). 


UO Re Ue Syl is Oe ee eee , LIMITED, AND THE DIRECTORS THEREOF. 


GENTLEMEN,—In BaP, of the above-named Company agreeing 
to discount the bills of__.________ » on and accepted by 
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Cor) Sree , due as per list at foot, I hereby agree to guarantee and 
indemnify the said Company from all loss that it may incur by so doing; 
and in the event of the said bills or any of them not being duly paid at 
maturity, I hereby undertake to pay the amount of the said bills on 
demand, or such of them as shall not be paid as aforesaid. 

I am, your obedient servant, 


[Here set out list of bills.] 


FORMS OF ATTESTATION OF THE SIGNATURE OF A MARKSMAN 
(t.e. A PERSON WHO CANNOT SIGN HIS NAME). 


Witness to the signature of A.B., by his mark, the word [or figure] 
SR ae (being the number of shares taken by him), having been written 
opposite his name and at his direction by me. 

Name of Witness 


Address 


Or, 


Watness}totthe signatureliofae ee ins sa by his mark, he being 
unable to write, and his name and the number of shares he agreed to take 
haying been previously written by me, in his presence and at his request. 

Name of Witness 
Address 


AFFIDAVIT OF SERVICE OF NOTICES. 


PAL D Ot ee eetee oe ee ELUM OR COUN byaO lesen eaten ena ners 
make oath and say as follows:— 
Teed One tne = aera day#ofs saan , in the manner hereinafter 


mentioned, serve a true copy of the notice now produced &e., upon each of 
the respective persons whose names and addresses appear in the Company’s 
Register of Members as holders of shares in the capital of the Company. 

2. I served the said respective copies of the said notice by putting such 
copies respectively, duly addressed to such persons respectively, according 
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to their respective names and addresses appearing in the said Register of 
Members, being the last known addresses or places of abode of such persons 
respectively, and with the proper postage stamps affixed thereto as prepaid 


letters, into the Post Office Receiving House, No.______ ule ee ee Street, 
FoI eerie rh 2 (= Sg , in the County ri tnctalh ea nated between the hours 
Cio and eote =. S o’clock in the______ noon Of) the saidsee eee day 
OL aes 


3. As regards those members of the Company whose addresses are, or in 
accordance with the Articles of Association are to be deemed to be, at the 
registered office of the Company, I served the said respective copies of the 
said notice by posting up such copies in a conspicuous place in the said 
office, and providing copies to be handed to any of such members as should 
come to the said office. 

Sworn &c. 


INDEMNITY FOR SECRETARY ACCEPTING COMMISSION 
To A. B., the Secretary of 


—---------- - +--+) 


Hes ther Purchase cOl saan ae eee Dy aes ee ok ‘ 


We [names and descriptions in full], being the Directors of____________ ’ 
Limited, hereby undertake and agree with the above-named A. B., in con- 
sideration of his having introduced the above matter to the said Company 
to pay him a commission of [one third] of the profits arising out of the said 
matter, such [one third] to be paid when and as the said profits shall be 
received by the said Company; and we hereby further agree and undertake, 
and each one of us for himself hereby agrees and undertakes, to indemnify 
and save harmless the said A. B., his estate aud effects, from all losses, 
damages, claims, demands, and liability for or on account or by reason of 
his having received such commission as aforesaid or any part thereof. 


Date. Signatures. 
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APPENDIX B. 


FORM 92. 


“THE COMPANIES ACT, 1929.” 


Re——__—___ —_—_—____—_——_,, LIMITED 
This is the exhibit marked B referred to 
in the affidavit of 
Sworn before me this Fourteenth day of January, 1931. 


A Commissioner or Oaths. 


, LIMITED. 


STATEMENT OF RECEIPTS AND PAYMENTS AND GENERAL DIRECTIONS 
AS TO STATEMENTS. 


Size of Sheets. 
1. Every statement must be on sheets 13 inches by 16 inches. 


Form and Contents of Statement. 


2. Every statement must contain a detailed account of all the 
liquidator’s realisations and disbursements in respect of the Company. The 
statement of realisations should contain a record of all receipts derived 
from assets existing at the date of the winding-up resolution and subse- 
quently realised, including balance in Bank, Book debts and Cally Collected, 
Property Sold, &¢.; and the account of disbursements should contain all 
payments for costs and charges, or to creditors or contributories. Where 
property has been realised, the gross proceeds of sale must be entered under 
realisations, and the necessary payments incidental to sales must be entered 
as disbursements. These accounts should not contain payments into the 
Companies Liquidation Account (except unclaimed dividends—see para- 
graph 5), or payments into or out of bank, or temporary investments 
by the liquidator, or the proceeds of such investments when realised, which 
should be shown separately— 


(a) By means of the bank pass book; 
(ob) By a separate detailed statement of moneys invested by the 
liquidator, and investments realised. 
Interest allowed or charged by the Bank, Bank commission, &c., and 
profit or loss upon the realisation of temporary investments, should, 
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however, be inserted in the accounts of realisations or disbursements, as 
the case may be. Each receipt and payment must be entered in the 
account in such a manner as sufficiently, to explain its nature. The 
receipts and payments must severally be added up at the foot of each 
sheet, and the totals carried forward from one account to another without 
any intermediate balance, so that the gross totals shall represent the total 
amounts received and paid by the liquidator respectively. 


Trading Account. 


3. When the liquidator carries on a business, a trading account must 
be forwarded as a distinct account, and the totals of receipts and pay- 
ments on the trading account must alone be set out in the statement. 


Dividends ce. 


4, When dividends or instalments of compositions are paid to creditors, 
or a return of surplus assets is made to contributories, the total amount of 
each dividend, or instalment of composition, or return to contributories, 
actually paid must be entered in the statement of disbursements as one 
sum; and the liquidator must forward separate accounts showing in lists 
the amount of the claim of each creditor, and the amount of dividend or 
composition payable to each creditor, and of surplus assets payable to 
each contributory, distinguishing in each list the dividends or instalments 
of composition and shares of surplus assets actually paid and those re- 
maining unclaimed. Each list must be on sheets 13 inches by 8 inches. 


5. When unclaimed dividends, instalments of compositions, or returns 
of surplus assets are paid into the Companies Liquidation Account, the 
total amount so paid in should be entered in the statement of disbursements 
as one sum. 


6. Credit should not be taken in the statement of disbursements for 
any amount in respect of liquidator’s remuneration, unless it has been duly 
allowed by resolution of the Committee of Inspection, or of the creditors, 
or of the Company in General Meeting, or by Order of the Court, ag the 
case may require, 


LiquipatTor’s STATEMENT OF ACCOUNT. 
Pursuant to Section 284 of The Companies Act, 1929. 


eye Sale Paha lcs Tee aes , LIMITED. 


Nature of proceedings (whether a Members’ or a Creditors’ Voluntary 
Winding Up or a Winding Up under the Supervision of the Court). 

Date of commencement. ‘of winding up: 10th J une, 1931. 
Date to which Statement is brought down: 9th June, 1932. 
Name and Address.of Liquidator... oo. 1p se ea 


(This Statement is required in duplicate. ) 
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LIQUIDATOR’S STATEMENT OF ACCOUNT 
Pursuant to Section 284 of The Companies Act, 1929. 
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REALISATIONS. 
Date. Of whom Received. Nature of Assets Realised. tegeeas 
8. 
1931. Brought Forward... Nil. 
Nov. 16/| John Smith Book Debt 33 er) 
Dec. 1| F. Adams 35 78 | 14] 4 
as L. Finch 3) 43 | 18] 10 
1932. 
Jan. 4| S. Small os TS LS) 2 
Feb. 16} Ditto ae 10 eL7s | 
>»  17| Messrs. Lewis & Oo. Proceeds of Sale of Office 
Furniture 13 1 0 
Western Insurance Co, Rebate on Insurance Premium 3 | ill 4 
March 17} Stone Quarry Oo. Proceeds of Sale of Plant and 
Machinery 70 0 0 
April 2) F. Brown Book Debt 22 | 16) 7 
May 9| Trading Account Total Receipts as per Separate 
Account to date 301 | 12] 6 
Carried Forward ... £ 6591 | 11 2 
DISBURSEMENTS. 
Date. To whom Paid. Nature of Disbursements. tires 
s. d. 
1931. Brought Forward ... Niil, 
Dec. 5 | Advertisers, Limited Advertising in London Gazette if 3 
&e. 3 
London & Dublin Bank Oheque Book supplied 5 0 
Wm. G. Welsh Rates of 14 London Wall made 
14th Oct., 1930 OUD TAS 
MA 30 | Building Proprietary ©». Rent of 14 London Wall Quarter 
Limited ended Christmas, 1930 25 Cri 
| Metropolitan Water Board Water Rate due Christmas i 9 0 
William Martin & Oo. Printing and Stationery 
| supplied Zeke | 30) 
Teller & Smith Accountaney Charges 21 0; 0 
Gordon Iliffe Surveyor’s Fee 3 3 0 
1932. Telephone Oompany Rent of Telephone 3 7 8 
May 9 | Trading Account Total Payments as per Separate 
Account to date 279 8 3 
Carried Forward ... *£| 345 15 0 


* NOTE.—No balance should be shown on this Account, but only the total Realisations and 
Disbursements which should be carried forward to the next Account. 


ANALYSIS OF BALANCE. 


2% 4.8. d; 

Total Realisations . i : Bs ‘ F 5 2 ie aah 
» Disbursements i : é : : . 84515 0 
Balance £245 16 2 
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The balance is made up as follows:— ty be ies fh Gal 
1. Cash in hands of Liquidator 5 : ai & 
2. Total payments into Bank, including 
balance at date of commencement 
of winding up (as per Bank Book) 589 7 6 
Total withdrawals from bank 49051520 


Balance at bank 93 12 6 


3. Amount in Companies Liquidation 
Account : - 
*4. Amounts invested S Tagaidater : 150 0 0 
Less amounts realised from same 
Balance 
Total balance as shown above . £245 16 2 


[Nore.—Full details of Stocks purchased for investment and of realisation thereof should be given 
@ separate statement.) 


* The investment or deposit of money by the Liquidator does not withdraw it from the opera- 


tion of Section 285 of The Companies Act, 1929, and any such investments representing money held 
for six months or upwards must be realised and paid into the Companies Liquidation Account, 
except in the case of investment in Government Securities, the transfer of which to the control of 
the Board of Trade will be accepted as a sufficient compliance with the terms of the Section. 


NOTE.—The Liquidator should also state— 


1. The amount of the ,Assets (after deducting amounts charged 
estimated assets to secured creditors and debenture 
and liabilities at holders) : : : : £1500 0 0 
the date of the Secured creditors : .£426 5 3 
commencement of Liabilities | Debentore holders . . Nie 
the winding up. Unsecured creditors . : Nil. 

2. The total amount of the Capital; Paid up in cash . . £3000 0 0 
paid up at the date of the come} Tasued as paid up other- 
mencement of the winding up . wise than for cash . £500 0 0 

5 sae pes ere ae Sundry outstanding debts 
cae ee ee a) oR ane )\ estimated tosréalige tear £700e00eN0 
ing assets (if any) 

4. The causes which delay the termination {The settlement of the above 
of the winding up. : 4 ~\ debts. 

5. 


The period within which the winding up may 
probably be completed 5 


} about six months. 
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FORM 93. 


“THE COMPANIES AOT, 1929.” 


AFFIDAVIT VERIFYING STATEMENT OF LIQUIDATOR’S ACCOUNT. 
, LIMITED. 


the Eaqusdator of the above-named Company, make Oath and say—That *the 
account hereunto annexed marked “B” contains a full and true account of 
my receipts and payments in the winding up of the above-named Company, 
Eromithess 2s aye Obweses Sent se OSeutOuthe ss = oa daysote as 7 193 
inclusive, *and that I have not, nor has any other person by my order or 
for my use during such period, received or paid any moneys on account of 
the said Company *other than and except the items mentioned and specified 
in the said account. 


I further say that the particulars given in the annexed Form 92, marked 
“B,” with respect to the proceedings in and position of, the liquidation are 


true to the best of my knowledge and belief. 


A Commissioner to administer Oaths in the Supreme Court of Judicature. 
* Note.—lIf no receipts or payments, strike out the words in italics. 
This affidavit is not required in duplicate, but it must in every case be 


accompanied by a statement on Form 92 in Duplicate. 
eT CSENUCO, OY Ce te epee ee ae 
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FORM No. 94. 


No. of Company 
“THE COMPANIES ACT, 1929.” 


LIQUIDATOR’S TRADING ACCOUNT 
under Section 284, and pursuant to Rules 194 and 198 of the Companies 
(Winding Up) Rules, 1929. 


nan Ne En ,» LIMITED. 
Name of Liquidators s = 2-2 eee eset eee ares 


the Liquidator of the above-named Company in account with the Estate. 
(This Account is required in duplicate in addition to Form No. 92.) 


Dr. RECEIPTS. 
Date. £& 8s. | d. 
1931. 
Nov. 20 | To Rex & Co. for goods sold and/or work done oa 50 0 0 
Dec. 15 | ,, Brown & Sons as aD ae 65 0 0 
», 15 | ,, John Jacobs, Limited ara 35 0; 0 
1932. 
Jan, 41] ,, Paul Jones 2 ” Ac es 6 
Feb. 15 | ,, Harry Williams & Oo. ~ oy 5e5 50 0 0 
9», Rex & Oo. +s 9 are 53 19 | 10 
May 7| ,, Harry Williams & Oo. aN 35 se 46 0 2 
CH 30R) 9) 12 6 
PAYMENTS. Cr. 
Date. £ 8.1}! ds 
1931. 
Nov. 16 | By Wages and Salaries for week ended this date.. a oS 21 Onlene 
», Petty Disbursements ‘ oe oe 2 0 0 
», Stone Quarry Oo., Purchase of Material” ne ac 22 17} 49 
Dec. 1 »» Sundry persons, Goods bought .. es wie ne = 0 5 2 
», A. Barber, Cartage oe ; 8 4 6 
» 14] ,, Wages and Salaries for week ended this date . oe < 17 15 2 
Beg) |e sDitto = ‘< . 18 }19| 3 
», Petty Disbursements we es . 0 14 2 
9, Stone Quarry OCo., purchase ‘of Material . es on ae 113 3 | 10 
», J. W. Butler, Travelling Expenses a +. ee . 1 9) 2 
»» William Martin & Co., Printing .. oe ee we . 2 aS 
», Jeremiah Robinson, Sundries oe ate AG a 16 | 10 
eth », Wages and Salaries for week ended this. date ae aie ae 21 10 8 
», Petty Disbursements oe AG ee oe O 116) 8 
16s », John Simon, Travelling Expenses. . ° on oe ae or 4 |13] 6& 
932. 
Jan, 15 | ,, Stone Quarry Co., Purchase of Material rs ac aC 42 0} 0 
£| 279 8| 3 
y Liquidator. 
Dated 15th June, 19382. 
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Form No. 95. 
No. of Company 


“THE COMPANIES ACT, 1929.” 


LIST OF DIVIDENDS OR COMPOSITION 


under Section 284 of The Companies Act, 1929, and pursuant to Rules 194 
and 198 of the Companies (Winding Up) Rules, 1929. 


Ek ee oe eee eee RPSL [ees , LIMITED. 
I HEREBY CERTIFY that a Dividend (or Composition) of Ten Shillings 
in the £ was declared payable on and after the______ day ofc ret re her: 


and that the creditors whose names are set forth herein are entitled to the 
amounts set opposite their respective names, and have been paid such 
amounts except in the cases specified as unclaimed. 


Liquidator. 
Dated the. — Adami Loew ante eran, 
To the Board of Trade. 
I 
Amount of Dividend (or 
Amount of Composition). 
Surname. Ohristian Name. Proof. 
Paid. Unclaimed. 
£ s. d Soa. £ 8. 
Mackintosh Donald 20 2/10 10 1 5 
Goodwin & Sons | Charles 41 3 4 20 st 8 
Harvey Bros. & Oo., 36 4 5 18 2 3 
Limited 
Parkes Josiah 5 5 0 2 12 6 | 
Farnley Frederick W. 10 8 3 5 4 1 
Brown, Gordon & Oo. 2 5 7 1 g 9 
Robinson Richard 146 3 3 73 1 8 
London Stationery Oo. 19 12 | 11 9 16 6 
Williams Gregory 3 3 9 i py er 
Smitb John 3 0| 0 Dee LONeO 
Ohilds Arnold 2 6 0 1 3 0 
Hawker James V. 54 3 2 27 1 7 
Harcourt Albert George 2 10 0 1 5 0 
Ohamberlayne Thomas 2 4 5 1 2 3 
Courtenay Edward Celso 3 CE 
Stuart | James 4 17 7 2 8| 9 
Tudor Henry 6 40 \ ans 3 Queer 
Wettin Edward Albert 5 2/10 2 11 5 
Talbot Edmond 54 9 85)" 27. 4/10 
426 5 3 | 204 7 1 8 15 7 
- —~ = ~| 204 7 jet 
£) 213 2 8 


Presented by____- 
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FORM No. 96. 
No mor iCompanya. a eae 


“THE COMPANIES ACT, 1929.” 


LIST OF AMOUNTS PAID OR PAYABLE TO CONTRIBUTORIES 
under Section 284 of The Companies Act, 1929, and pursuant to Rules 194 
and 198 of the Companies (Winding Up) Rules, 1929. 


pe er is Oh Be ele ony be pte hn 4 ,» LIMITED. 
I HEREBY CERTIFY that a return of Surplus Assets was declared payable 
to Contributories on and after the______ day ofsae ss ,193 , at the rate 


of Two Shillings per Share, and that the Contributories whose names are 
set forth herein are entitled to the amounts set opposite their respective 
names, and have been paid such amounts, except in the cases specified as 
unclaimed. 


Liquidator. 
Dated thess-sday0tsa 2 =e fi REY 
To the Board of Trade. 
Amount returned on 
No. of Shares. 
Surname, Obristian Name. Shares. |§————______—__—_ 
Paid. Unclaimed. 
£ 8. OAS 8. 
Williams Reginald 500 50 Or Oo | 
Robinson Arthur Ernest 100 10 0 0 
Jones Phineas 25 2 10 6 
Smithson James 25 2 10 0 
Arnold Alfred Harold 75 7 10 0 
Pierrepont Sidney George 20 2 0] 0 | 
Godwin Harold | 100 | 10 0; O 
Payne Edward 1075 ak Oyo 
Webb Gordon | I, gin d 0 0 
Johnson Samuel i 250 25 0 0 
Hogarth William | 50 5 Oy 0 
Leighton Frederick | 40 | 4 Oso 
Gilmore | James Duncan | 45 | 4 10 i) 
Ridd John | 50 | 5 0}; 0 | 
Pomeroy Ives | 5 On 1. 20s e0 
Juhes Jane Hdith 20 2 0; 0 
Macgregor Elsie 25 2 10; 0 
Douglas | James William 1000 100 0; 0 
Courtenay Edward 100 10 0; 0 | 
Courtenay Constance 100 10 0 0 | 
Brown Archibald 50 5 Oo; 0 | 
Martin George 200 20 0 0 
Gregory William Henry 100 10 0 0 
Barr Joseph 400 40 0; 0 | | 
Crocker Jessie 200 20 0; 0 
___ lS a a [a 
3500 330 0] 0 20 0 0 
Sa es ee eee == — — = 330 0 0 
£| 350 0 0 


(This List is required in duplicate.) 
Presented by 
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APPENDIX C. 


STOCK EXCHANGE QUOTATIONS, AND 
PERMISSION TO DEAL IN NEW ISSUES. 


Prior to August, 1914, there was only one publication under 
the authority of the London Stock Exchange Committee in 
which transactions could be recorded, viz. the ‘‘ Official List,’’ 
issued daily.* In this list appeared the current quotations 
and the markings of ‘‘ business done’’ in such shares and 
securities as had been granted an official quotation. "When the 
Stock Exchange reopened in January, 1915, one of the 
regulations under which dealings were permitted was that every 
transaction taking place in the House should be ‘‘ marked.’’? 
In the case of officially quoted shares and securities these 
markings, of course, appeared in the Daily Official List; but for 
the vast number of companies which had never been granted an 
official quotation the Committee instituted a ‘‘ Supplementary 
List.’? The Supplementary List has grown to very large pro- 
portions, and records every day the transactions in many of 
the most active securities on the Stock Exchange. Many of 
these markings are republished by the London and Frovincial 
newspapers, so that the company which has never received an 
official quotation secures, nowadays, almost as much publicity 
as a company which has. 

In order that transactions may appear in the Supplementary 
List every share or security issued since 4th January, 1915, re- 
quires ‘‘ permission to deal’’ from the Stock Exchange Com- 
mittee. Until such permission has been granted members of the 
Stock Exchange are absolutely forbidden to do any bargains in 
the new share or security, and this prohibition extends even to 
renunciation letters for new issues. When a new company is 
incorporated, therefore, or when an existing concern makes any 
issue of fresh capital, it is essential to make prompt application 
for permission to deal. For this the services of a member of the 
Stock Exchange are requisite, who has to attend to various 


1 A weekly edition containing all notices as to dividends, “‘ rights,”’ &c., is also published. 
2 Previously this had been left to the option of the parties to the bargain, which in practice meant 
the discretion of the broker. 
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formalities and to appear in support of the application before 
the Stock Exchange Committee. The usual procedure is for the 
company to apply through its own brokers. If, for any reason, 
brokers have not previously been appointed, it is necessary for 
the officials of the company to remedy the omission, so that the 
requisite steps may be taken to make it possible for the new 
shares to change hands in the Stock Exchange. The company’s 
brokers, having applied for permission to deal, the Stock Ex- 
change authorities notify the secretary of the company as to the 
documents &¢. which will be required. The broker who has 
charge of the application will, of course, furnish the secretary 
with all necessary explanations and assistance on the technical 
side, and time may be saved if the secretary knows beforehand 
what will be required by the Stock Exchange Committee. From 
time to time the regulations subject to which an official quota- 
tion or permission to deal is granted are reviewed and where 
thought desirable amended by a Committee appointed for that 
purpose. The regulations in force are at present as set out 
below. 


REGULATIONS FOR OBTAINING PERMISSION 
TO DEAL IN NEW ISSUES. 


(Rule 159.) 


A. The following documents and particulars should be sent to the 
Secretary of the Share and Loan Department, when application is made 
for permission to deal:— 


1. (a) Certificate of incorporation (in the case of a company registered 
abroad notarially certified copy or translation of certificate of incorporation 
and of bye-laws), (b) the certificate entitling the company to commence 
business (if required), and (c) Memorandum and Articles of Association 
and copy or draft of trust deed (if applicable). 


2. Copy of resolutions authorising issue. 


3. Certified copy of agreement relating to issue of shares credited as 
fully paid and of any other contracts mentioned in prospectus. 


4. In the case of an issue for cash, copy of prospectus, offer for sale 
or circular of issue, stating all material conditions relating to the flotation 
of the issue, and (in the case of a new company) to the formation of the 
company and if publicly advertised, copy of principal London newspaper in 
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which the full prospectus was advertised. In the case of an issue by 
prospectus, offer for sale, or circular, it must be stated whether any shares 
are under option and if so at what prices, when such options expire and the 
consideration (if any) given for such options. The London broker’s name 
must appear on any prospectus or offer for sale; but this regulation shall not 
apply to issues by Foreign Governments or Foreign Municipal Securities. 


5. Specimen (or advance proof) of allotment letter, and, if possible, of 
scrip and definitive certificates. Allotment letters must be serially num- 
bered and be printed on good quality paper. Any renunciation letter 
attached to an allotment letter for fully-paid shares must not be current 
for a period exceeding six weeks and for partly-paid shares for a period 
exceeding one month from the date of the final call. When, at the same 
time as an allotment is made for shares issued for cash, shares of the same 
class are also allotted, credited as fully paid, to vendors or others for a 
consideration other than cash, the period for renunciation may be the same 
as, but not longer than, that allowed in the case of shares issued for cash. 
The form of renunciation on allotment letters (and letters of rights) must 
be printed on the back of, or attached to, the document in question. Split 
allotment letters and split letters of rights must be certified by an official 
of the company. 


Notre.—In cases where an Issuing House or other body or person has 
purchased an issue of stock which is subsequently offered to the public, a 
certified copy of the resolution or other document, evidencing that the 
purchaser has received due authority to issue scrip on account of the seller, 
must be supplied. If no such authority has been given, the scrip must 
be enfaced “Contractor’s Scrip.” “Contractor’s Scrip” may not be issued 
in eases of issues made by County Councils, Municipal Corporations or other 
Local Authorities of Great Britain and Northern Ireland. 


In order to facilitate the certification of transfers it is suggested that 
the allotment letters should contain the distinctive numbers of the shares 
to which they relate. 


6. Letter (a) giving distinctive numbers :— 


(1) Of shares for which permission to deal is being applied for, dis- 
tinguishing those to be allotted: 
(c) For cash; 


(v) To vendors or others for a consideration other than cash or in 
exchange for cash; 


(0) In pursuance of an option. 
(2) Giving number of shares unissued or for which permission to deal 
is not applied for, distinguishing those: 
(v) Allotted to vendors or others for a consideration other than 
cash or in exchange for cash; 
(0) Under option; 
(r) Reserved for future issue. 
3.M.—15 


450 STOCK EXCHANGE QUOTATIONS. 


(3) In the case of a further issue stating whether or not the shares 
are identical’ in all respects with existing shares. 


7. Approximate date when definitive certificates will be ready for issue. 


8. List of allottees or present holders—name, address and holding 
(when required). 


9. In all cases other than Government and municipal loans, and issues 
by statutory boards, companies incorporated by special Act of Parliament 
and other similar authorities, whether the issue is made by prospectus or 
otherwise, particulars of any underwriting or commission must be disclosed 
and a copy of the underwriting agreement and of sub-underwriting letter 
(if any) together with (if required) a list containing the names, addresses 
and descriptions of sub-underwriters and the amount sub-underwritten must 
be lodged with the Department. 


10. An undertaking under the seal of the company in the following 
form and to the following effect (printed copies of such undertaking are 
available in the Share and Loan Department) :— 


(1) To split letters of allotment and if a “Rights” issue to split 
letters of rights, and to have any such “Splits” certified by an 
official of the company. 

(2) To issue the definitive certificates within one month of the date — 
of the lodgment of the transfer and to issue balance certificates, 
if required, within the same period. 

(3) To notify the share or stockholder as soon as a transfer out of his 
name has been certified by the company’s officials or notification 
of certification has been received from the Share and Loan 
Department or any Associated Stock Exchange, 


(4) To issue all allotment letters simultaneously numbered serially 
and in the event of its being impossible to issue letters of regret 
at the same time to insert in the Press a Notice to that effect, 
so that the Notice shall appear on the morning after the letters 
of allotment have been posted. 

(5) To certify transfers against allotment letters. 

(6) Where power has been taken in the Articles to issue share warrants 
to bearer, in the event of the company deciding to make such 
an issue: (i) to issue such warrants in exchange for registered 
shares within three weeks of the deposit of the share cer- 


tificates; and (ii) to certify transfers against the deposit of 
share warrants to bearer. 


? A statement that shares are in all respects identical is understood to mean that :— 
(1) They are of the same nominal value, and that the same amount per share has been 
called up. 


(2) They carry the same rights as to unrestricted transfer, attendance and voting at meetings, 
and in all other respects. 
(3) They are entitled to dividend at the same rate and for the same period, so that at the 


next ensuing distribution the dividend payable on each share will amount to exactly 
the same sum, 


PERMISSION TO DEAL, 451 


(7) To notify the Share and Loan Department without delay :— 


i. Of any changes in the directorate by death, resignation or 
removal ; 

ii. Of any extension of time granted for the currency of temporary 
documents. 


(8) To forward to the Share and Loan Department :— 


(a) Three copies of the statutory and annual report and accounts as 
soon as issued (unless such provision is contained in the 
Articles of Association). 

(b) Three copies of all resolutions increasing the capital and all 
notices relating to further issues of capital, call letters or 
any other circular at the same time as sent to the share- 
holders. 


(ec) Three copies of all resolutions passed by the company in general 
meeting other than resolutions passed at an ordinary general 
meeting for the purpose of adopting the report and accounts, 
declaring dividends, and re-electing directors and auditors; 
and 

(d) To advise the Share and Loan Department by letter of all 
dividends recommended or declared immediately the board 
meeting has been held to fix the same. 


11. In issues made by County Councils, Municipal Corporations or other 
Local Authorities (hereinafter all referred to as the “ Local Authority ’’) 
the following regulations must also be complied with. 

(1) If Serip Certificates are to be issued :— 

(a) The denominations must be stated in the Prospectus or the 
advertisement published under Appendix 348. 

(b) They must be ready for issue within 21 days of allotment. 

(c) They must bear an autographic signature and there must be 
supplied to the Committee and (in cases where the official 
signing is not the Registrar or his officer) to the Registrar 
of the Stock, specimen signatures of the official or officials 
of the Borrower, Bank or Issuing House authorised to sign 
together with the distinctive numbers of the Scrip signed 
by each official. 


(2) The following letter, signed by a duly authorised official of the 
Borrower, must accompany the application. 
To THE COMMITTEE FOR GENERAL PouRPOSES, 
Tue Stock EXCHANGE. 

In connection with the issue of £________________ Stock of the 
Ba EIS OE Ee en (Local Authority) I hereby certify that arrange- 
ments to the following effect have been duly made:— 

If the issue is made by Prospectus. All moneys received by the 


Bank cal. under the Prospectus dated 
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Authority) and to which they are entitled will be paid within 
the following periods to the ____________ Bank atte 22 esos 
being the ordinary Bankers of the ____-_____ (Local Authority) 
for credit to a special account which has been opened in the 
name of the Stock:— 
Moneys paid prior to allotment—3 days after allotment. 
All other moneys—24 hours after collection. 

If the Stock has been sold outright to a Purchaser. Allotment letters 
and Scrip Certificates are not being issued by________________ 
(Purchaser) on his (or their) own behalf but by or on behalf of 


Chic ee iret on Seer eee (Local Authority). No such document will 
be issued until the= == (Purchaser) has paid to the 
niagara OSB i 5 (Bank) at______._._.....___being the ordinary 
Bankers1Gfs chess === eee ee (Local Authority) for credit to a 
Special Banking Account which has been opened in the name 
of the Stock all sums due from the____________ (Purchaser) in 


respect of the amount certified in the document to have been 
paid by the holder thereof. 
Bank 

Issuing House 

(1) As early as practicable with a complete record of the Scrip 
Certificates issued by them showing in each case the number 
and other identification mark of the Certificate, the amount 
of stock to which it relates and a description of the manner 
in which it has been authenticated and 

(2) will notify the Registrar immediately payment has been made 
in full on any Scrip Certificate. 


will supply the Registrar: 


(Notr.—Where Scrip Certificates are not to be issued the above 
Clause to be amended so that it applies to allotment letters.) 


OR 


(In cases where the Bank or Issuing House are also Registrars of 
the Stock.) 
Bank : : 
“again House are the duly appointed Registrars 


of the Stock. 

The Registrar will not register or inscribe any person as a holder of 
the Stock except on surrender for cancellation-of fully-paid Scrip 
Certificates for that amount. Provided that if a Scrip Certificate is 
lost or destroyed the Registrar may not earlier than the first day 
on which Scrip Certificates can be lodged for registration or inscrip- 
tion register or inscribe a person claiming to be the holder of the 
lost or destroyed Scrip upon such indemnity being given as may be 
required. 


NoTr.— 


(1) If Serip Certificates are not to be issued amend by substituting 
“fully-paid allotment letters” for “Scrip Certificates.” 
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(2) This Clause will not be required in cases where the Local Authority 
themselves carry out the issue of the allotment letters and Scrip 
Certificates and the Registrar of the Stock is their officer. In 
such a case it will be sufficient to state the fact. 


B. In the absence of any prospectus publicly advertised in this 
country, or circular to shareholders, the Committee will also require an 
advertisement in two leading London morning papers giving all material 
conditions relating to the formation of the company and to the flotation 
of the issue, and headed as under:— 


“This notice is not an invitation to the public to subscribe, but is 
issued in compliance with the regulations of the Committee of 
the Stock Exchange, London, for the purpose of giving informa- 
tion to the public with regard to the company. The directors 
collectively and individually accept full responsibility for the 
accuracy of the information given.” 


The advertisement must be in the appropriate form I, II, III or IV 
herein. 

A copy of the advertisement must be signed by or (with the consent of 
the Committee) on behalf of all the directors, and a signed copy together 
with a properly certified copy of the resolution of the board of the company 
approving and authorising the advertisement must be lodged with the 
Share and Loan Department, except that in the case of foreign companies 
the Committee may dispense with a copy of the advertisement so signed on 
receiving satisfactory evidence that it has been approved De authorised by 
a resolution of the board of the company. 


A copy of each of the newspapers in which the advertisement appears 
must be supplied. 


ai 
In the case of a company (other than a company incorporated by special 
Act of Parliament): (a) no part of whose share or loan capital is already 
dealt in or quoted on the Stock Exchange, and (b) whose annual accounts 
for at least two years have not been made up and audited, the statement 
required to be advertised by Appendix 348 must contain the following 
information :— 


(1) How, when and where the company was incorporated. 


(2) The principal objects of the company. 


(3) In the case of a company not incorporated in the United Kingdom, 
whether it has or has not a place of business in the United 
Kingdom, and the address of the principal place of business in 
the United Kingdom (if any). 


(4) The names, addresses and descriptions of the directors. 


5) The name, address and professional qualification of the auditors. 
(5) , address a 
(Norz.—Qualification means Chartered Accountant, Incorporated 
Accountant, &c.) 
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(6) The names and addresses of the bankers, London brokers and 
secretary, and situation of registered office. 


(7) The nominal capital of the company, the amount issued or agreed 
to be issued, the amount paid up and, where there is more than 
one class of share, the rights of each class of share as regards 
dividend, capital and voting. 


(8) Particulars of any loan capital created and the amount issued and 
outstanding or agreed to be issued, and of the rights conferred 
upon the holders thereof and the obligations undertaken by the 
company in respect thereof, and short particulars of any mort- 
gages and charges subsisting on any part of the company’s 
assets. 


(9) In the case of share or loan capital issued or agreed to be issued 
for cash, the price and terms upon which the same has been 
or is to be issued and (if not already fully paid) the dates when 
instalments are payable with the amount of all calls or instal- 
ments in arrear. 


(10) The provisions of the Articles of Association, bye-laws or other 
corresponding document with regard to:— 

(a) Qualification of directors. 

(b) Remuneration of directors or other similar body. 

(c) Any provisions enabling the directors to vote remuneration to 
themselves or any members of their body. 

(d) Any provisions with regard to the borrowing powers of the 
directors and how such borrowing powers can be varied. 


(11) Particulars of any preliminary expenses incurred or proposed to 
be incurred. 


Sate A statement setting out clearly the working capital with which 
the company started or is to start business, additions (if any) 
since made and whence derived, and the amount available at the 
date of the statement for working capital, after providing for 
all purchase considerations, promotion profits, preliminary ex- 
penses, losses, and interest or dividend payments to date, with 
a statement by the directors that in their opinion the working 
capital available is sufficient or, if not, how it is proposed to 
provide the additional working capital thought by the directors 
to be necessary. 


(13) Particulars of the share or loan capital that has been issued or 
is proposed to be issued fully or partly paid up otherwise than 
in cash and the consideration for which the same has been 
issued or is proposed to be issued. 


(14) The names and addresses of the vendors of any property pur- 
chased or acquired by the company or proposed to be purchased 
or acquired on capital account and the amount paid or payable 
in cash, shares or securities to the vendor and, where there is 
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more than one separate vendor or the company is a sub- 
purchaser, the amount so paid or payable to each vendor and 
the amount (if any) payable for goodwill. 

(15) The amount of any cash, shares or securities paid or proposed 
to be paid to any promoter and the consideration for such 
payment. 

(16) Particulars of any commissions, discounts, brokerages or other 
special terms granted to any persons in connection with the 
issue or sale of any of the share or loan capital of the company. 

(17) A statement of the issued share capital of any company acting 
as promoter or principal underwriter; the amount paid up 
thereon; the date of its incorporation; the names of its directors, 
bankers and auditors; and such other particulars as the Com- 
mittee think necessary in connection therewith, unless particulars 
of such company are contained in the issue of the “Stock 
Exchange Official Year Book” current at the date of the publi- 
cation of this advertisement. 

(18) The dates of and parties to all material contracts with a descrip- 
tion of the nature of the contracts not being contracts entered 
into in the ordinary course of the business carried on or intended 
to be carried on by the company. 

(19) Particulars of any of the share or loan capital of the company 
which is under option, or agreed to be put under option, with 
the price and term of the option and consideration for which 
the option was granted. 

(20) Full particulars of the nature and extent of the interest (if any) 
of every director in the promotion of, or the property proposed 
to be acquired by, the company, and, where the interest of such 
a director consists of being a partner in a firm, the nature or 
extent of the interest of the firm. 


(21) A statement of all sums paid or agreed to be paid to any director 
or to any firm of which he is a member in cash or shares or 
otherwise by any person either to induce him to become or to 
qualify him as a director or otherwise for services rendered by 
him or by the firm in connection with the promotion or forma- 
tion of the company. 


(22) A statement certified by the company’s auditors as to the periods 
(Gif any) for which the company’s accounts have been made up 
and audited and particulars of the share or loan capital sub- 
scribed and the cash actually received by the company in con- 
nection therewith, also particulars of all dividends paid and 
amounts carried forward and carried or proposed to be carried 
to reserve out of the profits of any such periods as shown in the 
accounts submitted to the shareholders or in the directors’ reports 
attached to the balance sheet under Section 123 (2) of The 
Companies Act, 1929. 

(23) A copy of the last audited balance sheet and profit and loss 
account with a copy of the auditors’ certificate and any notes 
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or observations in or on the balance sheet required to be pub- 
lished by any Act of Parliament relating to the company. 

(24) If the company has acquired or. is proposing to acquire any 
business, a report by the accountants named in the advertise- 
ment upon the profits of the business proposed to be acquired 
for each of the three financial years for which accounts have 
been made up immediately preceding the date of the advertise- 
ment. 

(25) A reasonable time (not being less than seven days) during which 
and a place in the City of London at which a copy of the 
Memorandum and Articles of Association of the company, any 
statute or orders having statutory effect affecting the company, 
copies of all material contracts, trust deed (if any) referred 
to in the advertisement, and copies of all the audited accounts 
of the company since its formation, with the auditors’ certificates, 
copies of all other reports and accounts referred to in the 
advertisement and all notes or information required to be given 
by the Companies Act affecting such accounts can be inspected 
by any member of the public during usual business hours. 


Norr 1.—In the case of foreign companies, the documents to be offered 
for inspection will be the documents corresponding to those above mentioned 
in the case of British companies, and where such documents are not in the 
English language notarially certified translations thereof must be available 
for inspection. 

Nore 2.—In cases where it is contended that contracts cannot be offered 
for inspection without disclosing to trade competitors important information 
which might be detrimental to the company’s interests, application can be 
made to the Committee to dispense with the offering of such documents for 
inspection. 


Nott 3.—In any case where information is not given under any of the 
above heads Nos. 11, 13, 14, 15, 16, 19, 20 and 21, the advertised particulars 
must state that no such payments have been made or explain why the 
information is not given. 


1 


In the case of a company (other than a company incorporated by special] 
Act of Parliament): (a) no part of whose share or loan capital is already 
dealt in or quoted on the Stock Exchange; and (b) whose annual accounts 
for at least two years have been made up and audited, the statement 
required to be advertised by Appendix 34B must contain the following 
information :— 

(1) How, when and where the company was incorporated. 
(2) The principal objects of the company. 


(3) In the case of a company not incorporated in the United Kingdom, 
whether it has or has not a place of business in the United 
Kingdom and the address of the principal place of business in 
the United Kingdom (if any). 
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(4) The names, addresses and descriptions of the directors. 

(5) The name, address and professional qualification of the auditors. 
(Nore.—Qualification means Chartered Accountant, Incorporated 
Accountant, &c.) 

(6) The names and addresses of the bankers, London brokers and 
secretary, and the situation of the registered office. 

(7) The nominal capital of the company, the amount issued or agreed 
to be issued, the amount paid up and, where there is more than 
one class of share, the rights of each class of share as regards 
dividend, capital and voting. 


(8) Particulars of any loan capital created and the amount issued and 
outstanding or agreed to be issued, and of the rights conferred 
upon the holders thereof and the obligations undertaken by the 
company in respect thereof, and short particulars of any mort- 
gages and charges subsisting upon any part of the company’s 
assets. 


(9) In the case of share or loan capital issued or agreed to be issued 
for cash within twelve months of the date of the advertisement, 
the price and terms upon which the same has been or is to be 
issued, and if not already fully paid the dates when instalments 
are payable with the amount of all calls or instalments in arrear. 

(10) The provisions of the Articles of Association, bye-laws or other 
corresponding document with regard to the borrowing powers 
of the directors and how such borrowing powers can be varied. 


(11) A statement that in the opinion of the directors the company has 
sufficient working capital for the purposes of its business or, if 
not, showing how the necessary working capital is to be provided. 


(12) Particulars of the share or loan capital that has, within two 
years preceding the date of the advertisement, been issued or is 
proposed to be issued fully or partly paid up otherwise than 
in cash and the consideration for which the same has been issued 
or is proposed to be issued. 

(13) The names and addresses of the vendors of any property pur- 
chased or acquired by the company or proposed to be purchased 
or acquired on capital account within two years preceding the 
date of the advertisement and the amount paid or payable in 
cash, shares or securities to the vendor and, where there is more 
than one separate vendor or the company is a sub-purchaser, the 
amount so paid or payable to each vendor and the amount (if 
any) payable for goodwill. 

(14) Particulars of any commissions, discounts, brokerages or other 
special terms granted within two years preceding the date of 
the advertisement to any persons in connection with the issue 
or sale of any stocks, shares or securities of the company. 


(15) The dates of and parties to all material contracts with a descrip- 
tion of the nature of the contract entered into within the two 
years preceding the date of the advertisement not being con- 
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tracts entered into in the ordinary course of the business carried 
on or intended to be carried on by the company. 

(16) Particulars of any of the share or loan capital of the company 
which is under option, or agreed to be put under option, with 
the price and term of the option and consideration for which the 
option was granted. 

(17) Hither a copy or with the approval of the Committee a summary 
of the last audited balance sheet and profit and loss account 
with a copy of the auditors’ certificate and any notes or observa- 
tions in or on the balance sheet required to be published by any 
Act of Parliament relating to the company. 

(18) A statement certified by the company’s auditors giving par- 
ticulars of the share or loan capital subscribed and the cash 
actually received by the company in connection therewith within 
twelve months preceding the date of the advertisement, also 
particulars of all dividends paid and amounts carried forward 
or carried, or proposed to be carried, to reserve out of the profits 
as shown in the accounts submitted to the shareholders or in 
the directors’ reports attached to the balance sheet under Section 
123 (2) of The Companies Act, 1929, in respect of each of the 
two financial years preceding the advertisement for which 
accounts have been made up and audited. 

(19) A reasonable time (not being less than seven days) during which 
and a place in the City of London at which a copy of the 
Memorandum and Articles of Association of the company, any 
statute or order having statutory effect affecting the company, 
copies of all material contracts, trust deed (if any) referred to 
in the advertisement, and copies of the audited accounts of the 
company for each of the two financial years preceding the date 
of the advertisement for which accounts have been made up and 
audited, with the auditors’ certificates, copies of all other reports 
and accounts referred to in the advertisement, and all notes er 
information required to be given by the Companies Act affecting 
such accounts can be inspected by any member of the public 
during usual business hours. 


Nove 1.—In the case of foreign companies the documents to be offered 
for inspection will be the documents corresponding to those above mentioned 
in the case of British companies, and where such documents are not in the 
English language notarially certified translations thereof must be available 
for inspection. 

Norr 2.—In cases where it is contended that contracts cannot be offered 
for inspection without disclosing to trade competitors important informa- 
tion which might be detrimental to the company’s interests, application can 
be made to the Committee to dispense with the offering of such documents 
for inspection. 

Nors 3.—In any case where information is not given under any of the 
above heads Nos. 12, 13, 14 and 16, the advertised particulars must state 


that no such payments have been made or explain why the information is 
not given. 
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jm 


In the case of a company (other than a company incorporated by special 
Act of Parliament) where leave to deal in or a quotation for any of its 
share or loan capital has already been granted, the statement required to 
be advertised by Appendix 348 must contain the following information :— 


(1) Full particulars of the further share or loan capital in which 
leave to deal is to be applied for, and in particular :— 

(a) In the ease of stocks or shares the rights conferred as regards 
income, capital and voting. In the case of debentures, de- 
benture stock or securities, the rights conferred as regards 
income and capital, and full information as to the amount and 
application of any sinking fund, any right of the company 
to redeem before maturity, any rights of conversion, or other 
similar rights, and in either case the limits of the authorised 
issue. 

(b) The price at which and terms upon which such share or loan 
capita! has been issued or agreed to be issued and whether 
the same has or has not been paid up in full. If not paid in 
full, particulars of all payments still to be made with due 
dates of payment. Where any such share or loan capital has 
been or is to be issued in whole or in part for a consideration 
other than cash, fuil particulars of the consideration received 
or receivable by the company for the issue thereof must be 
given. 


(¢) Particulars of any commissions, discounts, brokerages, or other 
special terms granted to any parties in connection with the 
issue or sale of any such stocks, shares or securities. 


(d) The dates of and parties to all material contracts affecting the 
issue of such share or loan capital with a description of the 
nature of the contract. 


(€) A reasonable time (not being less than seven days) during 
which and a place in the City of London at which a copy of 
the Memorandum and Articles of Association of the company, 
any statute or order having statutory effect affecting the 
company, copies of all the contracts and trust deed (if any) 
referred to in the advertisement can be inspected by any 
member of the public during usual business hours. 


(2) Particulars of any of the share or loan capital of the company 
which is under option or agreed to be put under option with 
the price and term of option and consideration for which the 
same was granted. 

(3) Names of the directors of the company. 

(4) Name, address and professional qualification of the auditors of the 
company. (NoTE.—Qualification means Chartered Accountant, 
Incorporated Accountant, &c.) 

(5) Names of London brokers. 


460 STOCK EXCHANGE QUOTATIONS. 


(6) A statement that further particulars of the company are contained 
in the “Stock Exchange Official Year Book” eurrent at the 
date of the publication of this advertisement. 


(7) Such other information as in the circumstances of any particular 
case the Committee think it advisable to require. 


IV. 


In the case of Government and municipal loans and issues by statutory 
boards, companies incorporated by special Act of Parliament and other 
similar authorities, the statement required to be advertised by Appendix 348 
must contain the following information :— 


(1) Full particulars of the share or loan capital in which leave to deal 
is to be applied for and in particular:— 


(a) The rights conferred as regards income and capital, with full 
information as to the amount and application of any sinking 
fund, any right of the authcrity to redeem before maturity, 
any rights of conversion, or other similar rights, and the 
security upon which any loan is charged. 


(0) The price at which and the terms upon which any such share 
or loan capital has been issued or agreed to be issued, and 
whether the same has or has not been paid up in full. If not 
paid in full, particulars of all payments still to be made with 
due dates of payment must be given. & 


(c) The dates of and parties to all material contracts affecting the 
issue of such share or loan capital with a description of the 
nature of the contract. 


(d) A reasonable time (not being less than seven days) during 
which and a place in the City of London at which a copy of 
the statutes, orders or other authorities under which the share 
or loan capital has been created and issued, with copies of 
all the material contracts, trust deed (if any) above referred 
to and, where any of the above-mentioned documents are not 
in the English language, notarially certified translations 
thereof, can be inspected by any member of the public during 
usual business hours. 


(2) Particulars of any of the share or loan capital which is under 
option or agreed to be put under option with the price and terms 
of option and consideration for which the same was granted. 

(3) Names of directors (if any) and auditors (if any), stating quali- 
fication. (NorTr.—Qualification means Chartered Accountant, 
Incorporated Accountant, &c.) 

(4) Name and address of secretary (if any) and situation of chief 
office (if any). 


(5) Name of bankers and London brokers. 
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C. Where a broker is instructed to sell on behalf of a company a 
further issue of stock or shares forming a part of an amount previously 
created (permission to deal, if necessary, having been given for the original 
issue), he may obtain permission to deal on presentation of a letter from 
the company authorising him to make the sale, or he may sell the stock 
or shares previous to permission being given, provided he makes the sale 
subject to the permission being granted. 
D. In the case of securities of a purely local nature within Great 
Britain or Northern Ireland or of a Dominion, Colonial or Foreign issue 
of which no former security has been quoted previously on a Dominion, 
Colonial or Foreign Exchange, a broker may make a specific bargain with 
the authority of the Sub-Committee on New Issues and Official Quotations, 
but bargains shall not be recorded in the Supplementary List until  per- 
mission to deal in the issue has been granted by the Committee. 
E. In the case of securities quoted on a Dominion, Colonial or Foreign 
Exchange, or in the case of new issues where a previous issue or issues 
of the same Country, Corporation or Company have been quoted on a 
Dominion, Colonial or Foreign Exchange, a Member may make a bargain, 
provided that a Jobber may not make such bargain out of a market in which 
he acts as a Jobber. 

Such bargains shall not be recorded in the Supplementary List until 
permission to dea] in the issue has been granted by the Committee. 


NOTICE. 
(Rule 159.) 
Committee Room, 
The Stock Exchange, 
DOGOOE NOHO COC 5 aac 
Dealings in the following securities as shown in Column (1) have been 
allowed by the Committee under Rule 159. 
In the case of securities marked with an asterisk dealings will not 
be permitted until after the issue of Letters of Allotment or Acceptance. 


(2) Securities unissued or for which 
(1) Permission to Deal Granted. Permission to Deal has not 
been applied for. 


(c) Allotted for cash ; (v) Allotted to vendors or others 

(v) Allotted to vendors or others for a consideration other than 
for a consideration other than cash or in exchange for cash; 
cash or in exchange for cash; | (0) Under option; 

(o) Allotted in pursuance of an | (r) Reserved for future issue. 
option. 


MATERIAL CONDITIONS. 
These include the following:— 
The capital, dividend, voting and other rights conferred by the different 
classes of shares, and whether or not the shares are fully-paid up, and of 
not, to what extent they are paid up. 
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The amount of shares and debentures or debenture stock that have 
been issued (in the case of debentures or debenture stock, giving the 
rate of interest payable thereon), the dates and prices at which they have 
been issued, and the amounts of any underwriting or other commissions 
that have been paid in connection therewith. 

The names and addresses of the vendors or any property purchased 
or acquired by the company or proposed so to be purchased or acquired, 
and the amount payable in cash, shares or debentures to the vendor, 
or any other consideration for the sale, and where there is more than 
one separate vendor, or the company is a sub-purchaser, the amount or con- 
sideration so payable or granted to each vendor. 

The amount or estimated amount of the preliminary expenses. 

Full particulars of the value and extent of the interest of every director 
in the promotion of or the property proposed to be acquired by the com- 
pany or in any profit made by ahy vendor or promoter with a statement 
of the amount paid or agreed to be made to any director or to his firm 
or any company in which he is interested either to qualify him or to induce 
him to become a director or otherwise for services rendered by him. 

The names and parties to every material contract and the place where 
they can be inspected. 

The Memorandum and Articles of Association (and Trust Deed if the 
issue relates to debentures or debenture stock) must be open for inspection 
at the same time and place. 

Whether any shares are under option, and if so, at what prices, when such 
options expire and the consideration (if any) given for such options. 

Particulars as to qualification and remuneration of directors. 


OFFICIAL QUOTATIONS. 


A company in respect of the shares or securities of which 
permission to deal has been obtained is in most respects on the 
same footing as a concern which has received an ‘‘ official quota- 
tion.’’ The latter, however, is still regarded as a sort of hall- 
mark, as shares and securities which are included in the official 
list are looked upon as specially suitable for ‘‘ bankers’ 
security ’’ for loans. 3 

What has already been said as to the necessity of securing 
the services of a competent broker for any application for per- 
mission to deal applies, with increased emphasis, to applications 
for an official quotation, and the first step to be taken to obtain 
the quotation of a share or security in the Official List is to 
nominate some member of the Stock Exchange to represent the 
interests of the undertaking before the Committee, and to send 
through him copies in duplicate of the Articles of Association 
and of the Prospectus. In the case of an old company (i.e. one 
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that has been in existence more than a year), a copy of the last 
“report and accounts will also be required. The secretary of a 
company seeking such a quotation should consult the company’s 
brokers at every step, as many technicalities are involved, but 
the particulars here given will assist a secretary to understand 
generally what is required. 


CONDITIONS PRECEDENT TO AN APPLICATION FOR 


OFFICIAL QUOTATION 
(Rule 162.) 


. That the Memorandum, Articles of Association, Bye-Laws or 


Charter of Incorporation, and Trust Deed (in the case of an 
Application for Debentures or Debenture Stock so secured), or 
other authority under which the Share or Loan Capital has 
been created and issued, shall be in a form approved by the 
Committee. 


. That the Stock Certificate, Share Certificate, Debenture, Bond or 


other document representing the Security shall be in a form 
approved by the Committee. 

Notrt.—The relevant documents referred to in 1 and 2 above 
must be submitted (in duplicate) to the Secretary of the Share 
and Loan Department for approval before application for 
Official Quotation is formally made. 


. That Permission to Deal in the Security shall have been given 


or that (prior to August, 1914) a Special Settling Day in the 
Security had been fixed. In the case of Securities dealt in prior 
to August, 1914, and for which no Special Settling Day had 
been fixed, or Permission to Deal granted, inquiry should first 
be made of the Secretary of the Share and Loan Department to 
ascertain the requirements under this heading. 


. That two-thirds of the issue for which application for Official 


Quotation is made, whether such issue be the whole or part of 
the authorised amount, shal] have been applied for by and 
unconditionally allotted to the public, any part of the issue 
made in lieu of money payments not being considered to form 
part of the public allotment. 


. That the Definitive Stock or Share Certificate, Debenture Bond 


or other Security shall have been or shall be ready to be 
delivered. 


. That at least the first Annual Report and Accounts shall have 


been issued. (This condition does not apply to Government 
and Municipal Loans and the like.) 


. That there is sufficient public interest in the Security, and that 


it is of sufficient magnitude and importance. 
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ARTICLES OF ASSOCIATION. 


Unless the Articles of Association have been specially framed with 
a view to meeting the requirements of the Stock Exchange, it may be 
necessary to effect certain alterations so as to bring them into accord 
with the demands of the Committee. 


B. Articles of Association should contain the following provisions:— 


ak 


10. 


11. 


That directors must hold a share qualification which must not be 
merely nominal. 


. That the borrowing powers of the board are limited to a 


reasonable amount. 


. That the non-forfeiture of dividends is secured. 


. That the common form of transfer shall be used, and that there 


shall not be any restriction on the transfer of fully-paid shares. 


. That all forms of certificates for shares, stock, debenture stock 


or representing any other form of security (other than Letters 
of Allotment or Scrip Certificates) shall be issued under the 
common seal of the company, and shall bear the autographic 
signatures of one or more directors and the secretary. 


. That fully paid shares shall be free from all lien. 


. That a director shall not vote on any contract in which he is 


interested and if he do so vote, his vote shall not be counted. 


. That the directors shall have power at any time and from time 


to time to appoint any other person as a director either 
to fill a casual vacancy or as an addition to the Board, but 
so that the total number of directors shall not at any time 
exceed the maximum number authorised by the Articles of 
Association; but that any director so appointed shall hold office 
only until the next following ordinary general meeting of the 
company, and shall then be eligible for re-election. 


. That the Company in General Meeting shall have power by 


Extraordinary Resolution to remove any director before the 
expiration of his period of office. 


That a printed copy of the report, accompanied by the balance 
sheet (including every document required by law to be annexed 
thereto) and profit and loss account or income and expenditure 
account shall, at least seven days previous to the general 
meeting, be delivered or sent by post to the registered address 
of every member, and that three copies of each of these docu- 
ments shall at the same time be forwarded to the Secretary of 
the Share and Loan Department, the Stock Exchange, London. 


That any amount paid up in advance of calls on any share shall 
earry interest only, and shall not entitle the holder of the share 
to participate in respect thereof in a dividend subsequently 
declared. 
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12. That where a company takes power to refuse to register more — 
than three persons as joint holders of a share, such power shall 
not apply to the executors or trustees of a deceased holder. 


13. That the charge for a new share certificate issued to replace one 
that has been worn out, lost, or destroyed, shall not exceed 
one shilling. 


Norr.—The above requirements are not exhaustive. The Com- 
mittee will take exception to any provisions contained in the 
Articles of Association which may, in any way, restrict free 
dealings in the shares, or which may, in the Committee’s 
opinion, be unreasonable in the case of a public company. 


Cc. TRUST DEEDS AND DEBENTURES NOT SECURED BY 
TRUST DEED. 


Trust Deeds and Debentures not secured by a Trust Deed must contain 
provisions to the following effect :— 


1. Where provision is made that the Security shall be repayable at 
a premium either at a fixed date or at any time upon notice 
having been given, it must be provided that, should the company 
go into voluntary liquidation, the Security shall not be repayable 
at less than the premium then current. 


2. That any new Trustee appointed under any statutory or other 
power must prior to appointment be approved by a Resolution 
of the Debenture (or Debenture Stock) Holders by Extra- 
ordinary Resolution. A corporation or company may be ap- 
pointed a Trustee. Except where the Trustee or one of the 
Trustees is a Body Corporate, the Trust Deed shall provide 
that there shall always be at least two Trustees. 


3. That a Meeting of Debenture (or Debenture Stock) Holders must 
be called on a requisition in writing signed by holders of at 
least one-tenth of the nominal amount of the Debenture (or 
Debenture Stock) for the time being outstanding. 


4. The clause defining an Extraordinary Resolution must provide— 

(i) That the quorum for passing such resolution shall be the 

holders of a clear majority in value of the whole of the 

outstanding Debentures (or Debenture Stock) present in 

person or by proxy. If such a quorum be not obtained, pro- 

vision may be made for the adjournment of the meeting 

for not less than 14 days, and in that event that notice of 

the adjourned meeting shall be sent to every Debenture (or 

Debenture Stock) Holder, and that such notice shall state 

that if a quorum as above defined shall not be present at 

the adjourned meeting, the Debenture (or Debenture Stock) 
Holders then present. will forra a quorum, 
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(ii) That the necessary majority for passing an Extraordinary 
Resolution shall be not less than three-fourths of the per- 
sons voting thereat-on a show of hands, and if a poll is 
demanded then not less than three-fourths of the votes 
given on such a poll. 

(iii) That on a poll, each holder of Debentures or Debenture 
Stock shall be entitled to at least one vote in respect of 
every £10 of Debentures or Debenture Stock held by him, 
except that where the lowest denomination in which such se- 
curities can be transferred is more than £10, such denomina- 
tion may be substituted for the £10 above referred io. 


5. That on any payment off of part of the amount due on the 
Security, unless a new document is issued, a note of such pay- 
ment shall be enfaced (not endorsed) on the document. 

6. That in the case of a Registered Security the common form 
transfer shall be used and the fee for a new registered De- 
benture, or Debenture Stock Certificate to replace one that 
has been worn out, lost or destroyed shall not exceed one 
shilling. 

7. In the case of Securities which are entitled ‘‘ Mortgage,” it is 
essential that the same should be secured to a substantial extent 
by a direct specific mortgage on freehold or long leasehold 
estate or other immovable property or on ships. In the case 
of Debentures or Debenture Stocks or other issues which will 
constitute an unsecured liability, it is essential that the same 
should be entitled “ unsecured.” 


Norr.—The above requirements are not exhaustive. The 
Committee will take exception to any provision contained in 
the Trust Deed or Debentures which may, in any way, restrict 
free dealings, or which may, in the Committee’s opinion, be 
unreasonable in the case of a Security to be included in the 
Official List. 


SHARE AND STOCK CERTIFICATES. 


The following information with regard to share and stock 
certificates should also be noted as having an important bearing 
upon the question of obtaining an official quotation :— 


D. All certificates or debentures must state on their face the authority 
under which the company is constituted and the amount of the author- 
ised capital of the company. 


All registered certificates or debentures must bear a footnote that 


no transfer of any portion of the holding can be registered without 
the production of the certificate. 
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Where the capital of the company consists of more than one class 
of shares of the same denomination, the distinctive numbers of the 
shares of each class must be printed on the face of the share certifi- 
cates. 

All certificates and debentures must be under seal and bear the 
requisite autographic signatures. 

All preference share (or stock) certificates must, in addition, bear 
(preferably on their face) a statement of the conditions, both as to 
eapital and dividends and redemption (if any), under which the 
security is issued. 

Debentures and debenture stock certificates must state, in addition, 
on their face, the dates when the interest is payable, and the authority 
under which the issue is made (i.e. Articies of Association and resolu- 
tions and directors); and on their back all conditions of the issue, as 
to redemption, and transfer. 


For any information beyond the above, a secretary should 
refer to the company’s brokers, as much, of course, depends upon 
the nature of the particular issue for which an official quotation 
is desired. 
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INDEX. 


“A” LIST OF CONTRIBUTORIES, 360, 365 
ABROAD (see “Great Britain” and “Unitep Kinepon ’’) 


ACCOUNTS: 
Audit of (see “ AuDIT” and “ AUDITORS ”’) 
Company must keep proper books of, 124 
Directors’ remuneration, must show, 47 
General meeting, to be laid before company in, 213 
Inspection of, 96, 165 
Liquidator, to be kept by, in winding up, 364 
Loans, to directors, must be included, 48 

To employees, when to be included, 48 

Profit and Loss (see under) 
Published, forms of, 158 
Table A, 1929, provisions of, 424, 425 
(See “ COMMERCIAL Books or ACCOUNT ’’) 


ACTIONS, shareholders’ control of bringing of, 42 


ACTS OF PARLIAMENT: 
Assurance Companies Act, 1909, 274 
Bankruptey Act, 1914, 263 
Bills of Exchange Act, 1882, 53 
British Nationalities and Status of Aliens Act, 1914, 35 
Companies Act, 1862, 1, 78 
Companies Act, 1867, 1 
Companies Act, 1877, 1 
Companies Act, 1879, 1 
Companies Act, 1880, 1 
Companies Act, 1907, 1 
Companies Act, 1928, 2 
Companies Act, 1929, 2, 3, et passim 
Companies Clauses Consolidation Act, 1845, 3 
Companies (Particulars as to Directors) Act, 1917, 2 
Companies Seals Act, 1864, 1 
Companies, relating to, 1, 2 
Conveyancing Act, 1881, 400, 402 
Finance Act, 1899, 170, 172, 311, 330 note, 339 
Finance Act, 1910, 258, 338 
Finance Act, 1920, 172, 330 note 
Finance Act, 1927, 395 
Finance Act, 1928, 395 
Finance Act, 1930, 246, 247 
Forged Transfers Acts, 1891 and 1892, 265, 291 
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ACTS OF PARLIAMENT—continued. 
Forgery Act, 1913, 315 note 
Incorporation by, 3 
Joint Stock Companies Arrangement Act, 1870, 1 
Law of Property Act, 1925, 41, 400, 402 
Mercantile Law Amendment Act, 1856, 376 
National Health Insurance Acts, 1924 to 1928, 377 
Registration of Business Names Act, 1916, 35, 36 
Revenue Act, 1882, 282; 1903, 170, 172; 1909, 66, 182 note? 
Stamp Act, 1891, 75, 192, 266, 288 note‘, 326, 328, 330, 340, 341, 417 
Statute of Frauds, 65 
Statutory Declarations Act, 1835, 5 
Unemployment Insurance Acts, 1920 to 1929, 377 
Widows’, Orphans’ and Old Age Contributory Pensions Act, 1925, 377 
Workmen’s Compensation Act, 1928, 377 


ADDRESS BOOK, 81 

ADDRESS OF OFFICE, 29, 30 

ADMINISTRATION, LETTERS OF (see under “ PRoBATE ”) 
ADMISSION CARD to meetings, 217 


ADVERTISEMENT OF VARIOUS MATTERS: 
Change of name of shareholder, 265 
Evidence of, 266 
Debentures, notice of payment of coupon of, 288 
Dividends, 248, 249 
Prospectus, 58 
Reduction of capital, matters connected with, 174 
Register of Members, closing of, 103 
Table A, 1929, provisions regarding, 425, 426 


AFFIDAVIT: 
Service of notices, of, form of, 437 
Stamp on, 342 


AGENDA: 
Board meeting, at, 226 
Specimen of, 230 
General meetings, at, 218 


AGENDA BOOK, 120 


AGREEMENTS: 
In writing, 39, 65 
Seal of company, affixed to, 39, 40, 41 
Stamp on, 340, 342 


ALLOTMENT BOOK 63 et seq., 66 et seqg., 78, 79, 81 to 84, 118 


ALLOTMENT OF DEBENTURES AND DEBENTURE STOCK (see 
under ‘“ DEBENTURES” and “ DEBENTURE STOCK ”) 
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ALLOTMENT OF SHARES (see also “Crrtiricats or TITLE” and 
“ Sares—Allotments ’’) : 

Certificate of, 183, 184 
Lost, 187 
Time for delivery of, 184 
Penalty for non-delivery, 184 

Letter of, 66, 67, 68, 71, 72, 76, 77, 82, 83 

Posting, record of, in post book, 83 


AMALGAMATION OF COMPANIES, 395 
(See also “ RECONSTRUCTION ”’) 


ANNUAL RETURN: 

Alphabetical order, if names not in, index required, 269, 278, 279 

Balance sheet of company other than Private Company to be included 
in, 271 

Example of, in, 276 

Company not having share capital, by, 273 

Dominion Register, entries in, provision as to, 274 

Form of, 269 et seq. 

Index to, 269 

Private Company, requirements regarding, 11, 12, 198, 271, 273 

Remarks on, 110, 192, 216 

Share warrants, particulars as to, to appear in, 192 

Stock, conversion of shares into, amount held by each member must 
appear in, 179 


APPLICATION FOR DEBENTURES AND DEBENTURE STOCK (see 
under ‘“ DEBENTURES ” and “ DEBENTURE STOCK ”) 


APPLICATION FOR SHARES (see “ SHaRES—Application ”) 
APPORTIONMENT OF DIVIDENDS (see under “ DivienDs ”) 


ARTICLES OF ASSOCIATION 
Alteration of, 25, 26 
Auditors may not rely on provisions of, indemnifying against liability, 97 
Calls on shares, 203 
Commission on subscription for shares authorised by, 87 
Constitute a contract between the company and its members and 
between the members inter se, 25, 63 
Contents and nature of, 24 to 28, 63 
Copy of, supplied to member, 8, 24, 27 
Lodged with Registrar, to be, 6, 26 
Stamp and fee on, 26 
Directors may not rely on provisions of, indemnifying them agains 
liability, 46 
Number of members subscribing, 9, 12 
Printing of, necessity for, 8 
Provisions of, on various subjects: 
Allotment of shares, 76 
Attorney, abroad, appointment of, 38 
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ARTICLES OF ASSOCIATION—continued. 


Balance sheets, overridden by Statute, 159 
Bills and Notes, signature of, 52 
Borrowing, 277, 288 
Calls, 203 
Certificate, cost of, 182 
Debentures, re-issue of, 294, 295 
Directors, 42, 45 to 47, 55 
Dividends, 234, 235, 237 
Forfeiture of shares, 205 
Increase of capital, 168, 169 
Inspection of books, 165 
Issue of shares, 168 
Meetings, board, 226 
Meetings, general, 212, 213, 215, 218 to 223 
Postponement of, 213 
Requisition for, 223 
Memorandum of Association, alteration of, 179 
Payment of interest out of capital, 236 
Preference shares, 237 
Profit and Loss Account, requirements of Statute override, 159 
Profits, 235 
Quorum of members, 217 
Resolutions at statutory meetings, 209 
Seal, use of, 38 to 41 
Share warrants to bearer, 190, 192, 193 
Transfers, 248 to 250 
Voting at meetings, 218 to 223 
Registration of, 6, 8, 9, 26 
Resolutions, when to be embodied in, 26, 232 
Secretary as affected by, 27, 63, 64 
Shareholders as affected by, 12, 25, 27, 63, 391 
Special, 25, 26 
Resolution, when to be embodied in the, 26, 27 
Stamp on registered copy of, 9, 26 
Stock Exchange requirements as to (see Appendix C, page 447 et seq.) 
Subscription of, 9 
Table A, in relation to, 25 


ASSETS: 
“ Fixed,” meaning of, 272 and note 
Unclaimed or undisturbed, in winding up, 380, 381 
Winding up, application of by company in, 373, 374 
ASSIGNMENT, stamp on, 347 
ASSOCIATIONS FOR PROMOTING COMMERCE, ART, &c., 4, 32, 274 


ASSURANCE COMPANIES, returns made by, 273 
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ATTORNEY, POWER OF: 

Dividends, for receipt of, 245 

Transfer under, forged, power of PORDAS ‘to make compensation 
for loss arising from, 265 

Drafting of, 39 

Fee on registration of, 257 

Forged, 265 

Proxies appointed by, 222, 223 

Seal, affixing of, by attorney on behalf of company, 38, 39 
Must be under, of company, 40 

Solicitor, company’s, should be drafted by, 39 

Stamp on, 223, 246, 257, 347 

Transfers executed by, 257 


AUDIT, provisions of Table A regarding, 425 


AUDITORS: 
Accounts open to inspection ey 97, 165 
Annual Return, balance sheet in, audited by, 272 
Appointment of, 95 to 98, 425 
Article indemnifying, of no effect, except in certain cases, 97 
Banking companies, with extra-Huropean branch, 97 
Board of Trade, appointment of, by, 95 
Books of company, right of access to, of, 97 
Casual vacancy in office of, 96 
Certificate of, 96, 97, 438 
Company’s officers, position as, 95, 425 
Corporation may not be appointed, 95 
Director or officer of company may not be, 95 
Directors’ report before statutory meeting certified by, 209 
Duties of, 96, 97, 98 
Liability, article purporting to indemnify against liability void, 97 
Names of, must appear in prospectus, 54 
Officer of company, when partner or employee of, may not be, 95 
Provisions regarding, 54, 95 to 98 
Remuneration of, 96 
Report of, to shareholders, 96, 97 
Balance sheet must be attached to, 97 
Copy of, must be sent to members with balance sheet, 214 
. In case of Private Company, 214 
Form of reference to, 438 
General meeting, must be read at, 97 
Previous profits of undertaking must be stated in prospectus, 55 
Shareholders’ right of inspection of, 13, 97 
Subsidiary company, on, when qualified, effect of, 163 
Right of, to attend company meetings, 97 


AUTHORITY for payment of dividends, letter of, 241, 245 
Notice rescinding, 241 


“B” LIST OF CONTRIBUTORIES, 365, 366 
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BALANCE CERTIFICATE, 268 
Form of, 267 
Meaning of, 268 
To whom to be handed, 268 


“BALANCE ORDER” in winding up, 367 
Meaning of, 367 


BALANCE RECEIPT BOOK, 117 


BALANCE SHEET: 
Annual Return of company other than Private Company to include, 273 
Auditors’ report in connection with, 96, 97 
Form of, 438 
Debentures, re-issued, particulars of, must be included in, 295 
Directors’ obligation to produce, 159 
Example of, in Annual Return, 276 
General meeting, must be laid before company in, 159, 213, 214 
Must be made up to a date nine months before meeting, 159 
Remarks on, 148 
Shareholders’ right of inspection of, 13 
Table A, 1929, provisions of, 425 
Translation of, when in foreign language, 272 
What it must contain, 160 to 164, 169, 272 
When a copy must be sent to members, 214 
When shares in subsidiary companies are held, 163 
Where redeemable preference shares issued, 177 


BANKERS: 
Coupons, payable by, 249 
Dividend warrants, payable to, 109; payment of, by, 234, 239, 241 to 243 
Duties of company’s, on application for and allotment of shares, 58, 
60, 61, 76 
Receipt from, form for, 60, 68, 72 


BANKING COMPANIES: 
Audit of, in certain cases, special provisions for, 97 
Banks of issue, registered with limited liability, notes of, 3 
Notice to customers, 3 
Form returned by, 274, 280 
Inspection of books by Board of Trade, 166 
Registration, partnerships of more than ten carrying on business of 
bankers, necessity for, as, 4 


BANKRUPT 
Debenture holder, 291 
Director, 44, 45 
Disclaimer by trustee, 264 
Disqualification of, as transferee, 251 
Shareholder, 108 
Shares of, transmitted to trustee, 258, 261 


BENEFIT SOCIETIES, form returned by, 280 
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BILLS OF EXCHANGE, 52, 53 
Acceptance of, on behalf of company, 33, 52, 53 
Caution as to, 33, 52, 53 
Claim in respect of, during winding up, 373 
Payable on demand, time and method of stamping of, 327, 328, 339 
Stamp duty on, 327, 328, 339 


BOARD OF DIRECTORS (see “ Directors ’’) 


BOARD OF TRADE: 

Auditors appointed by, 95 

Consent to proceedings under Business Names Act, 35, 36 

Exemption from. obligation to publish names of directors &¢., may 
grant, 34 

Extension of period for preparing profit and loss account, 214 

Fees on registration of mortgages prescribed by, 308 

Inspection of books by, 166, 167 

Interest, payment of, out of capital on paid-up share capital sanctioned 
by, 236 

Licences issued by, regarding name of company, 4, 32, 36 

Power of, to make alterations in the prescribed form of Annual 
Return, 273 

Table A revised by, 25 

Trustee, of appointment of, in bankruptcy, certificate from, 263 


BOARD MEETINGS: 
Agenda at, 226, 228 
Chairman, wishes of, as to calling, should be considered, 226 
Minutes of, 110, 111, 227 
' Notice of, should be given to each member of the board, 226 
Procedure at, 226 et seq. 


BONDS 
Duties on, 337, 338 
Security for loan to company, as, 289 


BOOK DEBTS, mortgage or charge on, 297, 302 


BOOKKEEPING, 127 et seq. 


BOOKS: 
Account of (see “ComMMERCcIAL Books or Accounts ”) 
Address Book, 81 
Agenda Book, 120 
Allotment Book, 63 et seq., 66 et seq., 78, 79, 81 to 85, 104, 118 
Auditors’ right of access to, 97 
Balance Receipt Book, 117 
Calls, Register of, 120, 121 
Cash Book, 133, 134 
Charges, Register of, 100 to 102, 287, 290 
Commercial Books of Account (see under) 
Debenture or Debenture Stock Holders, Register of, 101, 102 
Debenture Stock, Register of Transfers of, 116 
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BOOKS—continued. 
Directors or Managers, Register of, 112 
Dividend Account Book, 122, 123 
Examination of books by Inspectors, 166, 167 
Foreign Books, 155 
Guard Book, 85 
Inspection of, 102, 103, 109, 165, 287 
By Board of Trade, 166, 167 
Journal, 135 to 141 
Ledger, 131 
Liquidator, kept by, 359, 360, 364, 370, 386 to 389 
List of, 97 
Members, Register of (see that title) 
Minute Books: 
Board meetings, of, 110, 111, 226, 227 
Applications for shares entered in, 77 
General meetings, of, 110, 111, 217, 218 
Right to inspect, 110 
Refusal of, penalty for, 110 
Liquidator’s, 370 
Mortgage or charge, exemption from, 31, 290 
Obligatory nature of, 99, 110 
Regulations and recommendations as to, 83, 99, 110, 111 
Mortgage, cannot be made the subject of, 31, 290 
Option Certificate Book, 118 
Pass Book, 228 
Applications for shares entered in, 77 
Petty Cash Book, 135 
“Printed Matter,” Guard Book for, 85 
Registered office, kept at, 31, 103, 111 
Seal Book, 38, 39, 120 
Share Certificate Book, 118, 263 
Share Warrants Book, 118 
Share Warrants, Register of, 118, 119 
Stock, Register of, 179 
Transfer Fees Book, 117 
Transfer Receipt Book, 115 
Transfers of Debenture Stock, Register of, 114, 116 
Transfers, Register of, 114, 115 
What, company must keep, 99, 100, 102, 110, 111, 124 
Where to be kept, 31 


“BORROWED MONEY,” meaning of, 311 
Misapplication of, 288 
Repayment of, if any, must be stated in prospectus, 56 


BORROWING POWERS, exercise of, 13, 19, 287, 288 
BRANCH ACCOUNTS, HOME AND FOREIGN, 155, 156 
BRANCH REGISTER OF MEMBERS, 107 
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BROKERAGE, 87 
BROKERS, advice of, 237, 240 


BUSINESS, COMMENCEMENT OF (see “COMMENCEMENT OF BUSI- 
NESS ”) 


BUSINESS NAMES ACT, 1916, 35 


CALLS, 203 to 207 
Accounts of, 138, 139 
Deceased member, on estate of, 206 
Default in payment of, 204 to 207 
Endorsement on certificates of payment, form of, 182 
Form of notice of, 204 
How made, 203, 205, 206 
Notice of, to shareholders, required, 203 
Register of, 120, 121 
Special resolution regarding, 203 
Stock Exchange requirements as to (Appendix ©, page 447 et seq.) 
Table A, 1929, provisions of, 407 
Winding up, made during, 361, 370, 371, 375 


CAPITAL: 
Alteration of, provisions of Table A, 1929, as to, 412, 413 
And revenue, 158, 269 to 279 
“ Authorised,” 170 
“ Borrowed money,” 311 
“Called up,” 168 
“Circulating,” 235 
Commission on issue of, to be stated in baiance sheet, 160 
Consolidation and division of, 21, 413 
“Debenture” capital, 281 et seq. 
Distinguishing terms for, 168 
Dividends not to be paid from, 235, 236 
If paid from, position of shareholders, 236 
Duty on, 330 
Fee Stamps on, 330 
“Fixed” and “ Floating,” distinction between, 235 
“Fixed assets,” meaning of, 272 and note 
Increase of, 21, 169, 170 
Notice of, to be lodged with Registrar, 170, 171 
Form of, 171 
Stamp on, 170 
Statement of amount of increase to be lodged with Registrar, 170, 
171 
Duty on, 170, 171, 334 
Form of, 172 
(See also “ ANNUAL RETURN ”’) 
Interest on, paid out of capital, 236 
“Tssued,” 168 
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CAPITAL—continued. 
“Loan capital,’ 311 
Meaning of, 168 
Nominal: 
Statemient of, lodged with Registrar, 4, 24, 330 
Duty on, 24, 330, 331 
What it includes, 168 
“Paid up,” 168 
Paid-up share, payment out of capital of interest on, 236 
Redemption Reserve Fund, 177 
Reduction of, 21, 32, 172 to 176, 390 
Discretion of Court in, 172 
Reconstruction by means of, 390 
Repayment of, in winding up, 374 
Share capital, expenses of issue of, 160 
Interest paid out of, 161 
Statement of nominal, on registration, 4, 20, 24, 330 
Stamp on registered copy of, 24, 170, 330, 331 
Subscribed, 168 
Uncealled, mortgage of, 297 
Working capital, amount available to be stated in prospectus, 56 
Meaning of, 168 


CASH, shares not allotted for, 56 
Annual Return, statement as to, in, 277 


CASH BOOK, 82, 133 
CASH STATEMENT FOR BOARD MEETINGS, 227, 228 


CERTIFICATE OF DEATH &c., stamp on, 342 


CERTIFICATE OF DEBENTURE STOCK, 
Time limit for issue of, 283 


CERTIFICATE OF DEPOSIT OF SHARE WARRANTS, 193 


CERTIFICATE OF INCORPORATION, 9 
Conclusiveness of, 9 
Penalty on commencing business without, 10 
Replacement on loss of, 9 


CERTIFICATE OF OPTION RIGHTS OVER SHARES, 188, 189 
CERTIFICATE OF REGISTRATION OF CHARGE, 308 


CERTIFICATE OF TITLE TO SHARES, 180 to 189 
Cancelling of, 268 
Certificate Book, 119 
Delivery of, by company, 184, 185 
Endorsement of, on reduction of capital, 176 
Form of, 183 
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CERTIFICATE OF TITLE TO SHARES—continued. 
Lost, 185 to 188 
Indemnity to be given in case of, 185, 186 
Statutory declaration, in case of, 187, 188 
Surety may be taken in case of, 186, 187 
Mortgage, deposit of, by way of, 201 
Notice of, 201 
New certificate, on loss, 185 to 188, 405 
Option Certificate Book, 119 
Payment for, by members, provided for in Articles, 182 
Scrip certificate, stamp on, 182 
Seal upon, 40, 180 
Stock Exchange requirements as to, 232, 405 
Transfer, in case of, 181, 251 et seq. 
Limit in time for delivery of, after, 252 


CERTIFICATION OF TRANSFERS (see “ TRANSFERS—Certification ”’) 


CHAIRMAN 
Board of directors, of, 226, 415 
Casting vote of, 415 
Minutes signed by, 84, 217, 218 
Notice of passing of resolution to wind up signed by, 358 
Poll, taking of, by, 219 to 221 
Power to adjourn meeting, 223 
Questions arising at meeting, decision of, by, 221 
Resolution put by, 231 
Declaration by, that special or extraordinary has been carried, 
when conclusive evidence, 231 


CHARGES (see also “ DEBENTURES ’’) 

Annual Return, specified in, 278 

Book debts, of, 297, 302 

Books, exemption from mortgage of, 31, 290 

Calls made but not paid, on, 297 

Comprising property outside the United Kingdom, registration of, 302 

Copy of instrument creating, kept at registered office, 102, 287, 309 
Right of inspection of, under penalty, 102 

Created by one company over debentures it holds in another company, 

302 

Not subject to registration, 302 

Creation of, date of, 304 

Debentures secured by, 290, 297 

Duties on, 306, 307 

Fixed date, meaning of, 297 

Floating charge, 286, 297 

Goodwill, on, 297 

Land, on, 297, 302 

Memorandum of satisfaction of, 309 
Form of application for, 310 
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CHARGES—continued. 
Payment of, memorandum of satisfaction of, 294, 309, 310 
Property acquired, subject to, particulars to be registered, 298 
Form of notice to Registrar, 300 
Outside United Kingdom, on, provisions as to, 302 
Register of: 
Company’s: 
Form of, 100 
Inspection of, right of, 101, 102, 165, 287 
Refusal to allow, penalty for, 287 
Procedure on, 287 
Obligatory on company to keep, 100 
Omission wilfully to make entry in, penalty for, 101 
Open to inspection by ereditors or members, 31, 101, 297 
Regulations and recommendations regarding, 100 to 102, 165, 
287, 309 
Registrar’s, 303, 304, 309 
Inspection of, 309 
Receiver, appointment of, entered in, 375 
Registration of particulars of, 297 to 308 
Agreement to give security, 304 
Certificate of, 308 
Extension of time for, 306 
Fees for, 308 
Form of particulars, 299, 300, 301, 305, 307, 310 
Non-registration, effect of, 297, 309 
Series of debentures, 302 et seq. 
Time for, 297, 302 et seq. 
Share certificate, on, 201, 264 
Ship, on, 297 
Stamp duties on, 337, 338 
Unealled capital, on, 297 
United Kingdom, mortgage created out of, 302 
Unregistered, effect of winding up, on, 306 
Void against liquidator and creditor, if not registered, 297 


CHEQUE: 
Divided warrant as equivalent to, 234, 242 
Drawn by or in favour of companies, 33, 52, 53 
For amount of deposit sent with letter of regret, 73, 83 
Shares paid for by, 67 


CLERK TO SECRETARY: 
Duties of, 76 to 83 
Responsibility for acts of, 62 


COMM"NCEMENT OF BUSINESS: 
Borrowing by Public Company illegal before, 287 
Contracts made before, provisional only, 93 
Private Company, by, 12, 91, 94 
Public Company, by, 19, 91 to 94, 287 
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COMMENCEMENT OF BUSINESS—continued. 
Restrictions on, 10, 19, 91 
Statutory declaration before, 91 to 93 
Statutory meeting, period within which must be held, after time for, 208 


COMMERCIAL BOOKS OF ACCOUNT: 
Allocation of Secretarial and Accounting Duties, 126 
Assets Accounts, 132 
Balance Sheet, 148, 159 to 164 
Book-keeping, 127 
Branch Accounts—Home and Foreign, 155, 156 
Capital and Revenue, 158 
Cash Book, 133 
Departmental and Costs Accounts, 156, 157 
Depreciation, 149 et seq. 

Of leasehold properties and patents, 153 
Of loose tools and patterns, 153 
Description of, 130 
Forms of, 145 
Income and Expenditure Account (see under “PROFIT AND LOSS 
ACCOUNT ”’) 
Inspection of, by directors, 124 
Journal, 135 
Ledger, 131 
Liability Accounts, 132 
Obligatory, what are, 124 
Petty Cash Book, 135 
Profit and Loss Account, 146, 159, 163, 164, 213 
Must be laid before General Meeting, 213 
Published Accounts, Form of, 158 
Reserves and Reserve Funds, 153 
Self-balancing ledgers, 148 
Sinking Funds, 153 
Subsidiary Books— 
Bills Payable Book, 144 
Bills Receivable Book, 144 
Purchase Day Book, 143 
Sales Day Book, 141 
Wages Book, 145 
Trading and Profit and Loss Accounts, 132 
Trial Balance, 146 
Where to be kept, 124 


COMMISSION: 
Secretary, to, 50 
Shares, for subscription for, statement of amount of, to be made in 
prospectus, 55, 57, 87 
Balance sheet, amount of, to be shown in, 160 
Underwriting, on, 87 to 90 


COMMITTEE OF INSPECTION (see under “ Winding Up”) 
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COMPANIES: 
Accounts of (see “ Accounts ” and ‘“ CoMMERCIAL Books or AccouUNT”’) 
Acts of Parliament relating to (see “ Acts or PARLIAMENT ”’) 
Amalgamation of, 395 
Articles of (see “ ARTICLES OF ASSOCIATION ”’) 
Assurance Companies, exemption enjoyed by, 163 
Banking, 3, 4, 97 
Capital of (see “ CaPITAL ”’) 
“Clerk or servant” of, meaning of, 12 and note, 379 and note 
Contracts on behalf of, 39, 40, 57, 93 
With, interest of director in, disclosure compulsory, 48 
Creditors of, right to object to reduction of capital, 173, 175 
Notices to, of, 176 
Debentures of (see ‘“ DEBENTURES ’’) 
Directors of (see “ DIRECTORS ’’) 
Dissolution of, 350, 385 
Date of, may be deferred, 385 
May be declared void, 385 
Dividends, 234 to 247 
Electric light companies, published accounts of, 189 
Employees, loans to, when to be included in annual accounts, 48, 161 
Foreigners, interest of, in, 30, 35, 36 
(Forms) Order, 1929, 170 
Gas companies, published accounts of, 159 
Income of, in case of certain companies, what is reasonable dis- 
tribution, 246 
Incorporated outside Great Britain, regulations for, 30, 35, 36, 112, 
197, 298, 332 
Incorporation of, 3 to 10, 104 
In Irish Free State, regulations for, 30 
In Northern Ireland, regulations for, 30 
Penalty for commencing business before, 10 
Stamp duties payable on, 332 
Insurance, 274 
Insurance companies, published accounts of, 159 
Issue of new shares &¢c., to members only, 58 
Liabilities, if secured, to be so stated in balance sheet, 162 
Liability of, for misuse of seal, 41 
Life and other assurance, 274, 280 
“Limited,” when not required in title, 4, 32 
Limited by guarantee, 3, 8, 9, 20, 21, 169, 172, 178, 179, 208, 212 
Limited by shares, 3, 20 
Managers of (see ‘ MANAGERS ’’) 
Members of (see also ‘“ SHAREHOLDERS ”) 
Articles of Association, effect on, 25, 26 
Bankrupt, 108 
Change of address, notification of, 108 
Change of name of, 266 
On marriage of female, 256 


s.m.—16 
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COMPANIES—continued. 
Members of (see also “ SHAREHOLDERS ”’)—continued. 
Companies as, 218 
Deceased, calls on estate of, 206 
Employee shareholders, must be counted as, 107 
Liability of, may not be increased by alteration of Memorandum 
or Articles without consent of member, 26 
List of, 178, 179 
For taking a poll, 220 
Number of, 9 and note, 11, 12 
Increase of, in certain companies, 9 
Past and present, as contributories, 360, 365, 366 
Qualification of, 66 
Quorum of, 217 
Table A, 1929, provisions regarding, 414 
Register of (see “MEMBERS, REGISTER OF ”’) 
Resolution of (see ‘‘ RESOLUTIONS ’’) 
Right of, to demand statement of payments to directors, 47 
Rights of, on reconstruction, 390, 391, 394 
Taxation of, when company “of a private character,” 246 
Memorandum of (see “ MEMORANDUM OF ASSOCIATION ’’) 
Moneylending, loans to directors in case of, 162 
Loans to employees in case of, 162 
Shares in other companies, as security, 163 
Mortgage of assets by, 290 
Name of: 
Abbreviations, in use of, 34, 53 and note 
Change of, 36, 37 
Stamp on notice of, 37 
Memorandum of Association, must appear in, 20, 32 
Must be affixed outside registered office, 32 
Penalties for non-user by company, 32, 33 
Reduction of capital, after, 172 
Registered before 1st January, 1901, 94 
Registered before 1st July, 1908, 94 
Registered office, must be legibly affixed outside, 32 
Minute Books to be kept at, 110 
Registration of, 35 
Penalty for non-, 35 
Regulations governing use of, 32 to 37 
Seal, must be engraven on, 33, 38 
Strictness, the Act requires extreme, with regard to use of, 35, 
53 and note 
Not having capital divided into shares, registration fees on, 336, 
337 
Notices given by: 
List of, 197 to 200 
Table A, 1929, provisions of, 425, 426 
Notices served on, 30, 201 
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COMPANIES—continued. 
Objects of, must appear in Memorandum of Association, 20 
Alteration of, 21 to 23 
“Of a private character,” taxation on members of, 246 
Office of, name appearing on, 32, 33 
Officers of (see also “ Directors,” “ MANAGERS,” and “SECRETARY ”) 
Auditors’ position as, 425 
Disqualification of, as auditor, 95 
Liability of, 33, 35, 42 to 53 
Misfeasance by, 54 
Penalties, matters in respect of which, may be incurred by, list 
of, 312 to 325 
Service of documents on, 30, 201 
Period during which business has been carried on, to be stated in 
prospectus, 58 
Private: 
Annual Return as furnished by, 13, 198 
Balance sheet, members’ right to copy, 214 
Books required by, 99 
Commencement of business by, 13, 91 
Commission in respect of shares in, regulations regarding, 87, 89 
Conversion of, into Public Company, 14 
Debeuture holders of, rights of, 13 
Definition of, 3, 11 
Directors, unnecessary, 45 
Exemptions enjoyed by, 12, 13, 19, 163, 164, 212, 214 
Loss of, 11 
Number of members of, 11, 12, 107 
Penalties incurred by, 11, 12, 312 to 325 
Preference shares in, rights of holders of, 13 
Restrictions on transferring shares in, 11 
Shares in, 11 
Share warrants, cannot issue, 190 
Transfer of shares restricted in,.11 
Public, 3, 11, 12, 14 to 19, 45, 89, 91, 92 
Railway, incorporation of, 3 
Published accounts of, 159 
Reconstruction of: 
Renunciation of shares on, 76 
Winding up as means to, 350, 390 to 395 
Registered Office of, 29 to 31 
Books and documents kept at: 
Books, company’s, 31, 103, 111 
Dominion Register, duplicate, 108 
Instrument creating charge, copy of, 102, 309 
Register of Charges, 31, 101 
Register of Directors or Managers, 111 
Register of Members, 31, 102 
Every company must have, 29 
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COMPANIES—continued. 
Notice of situation of, must be registered, 9, 29 
Stamp on, 29 : 
Of any change of situation of, must be registered, 29, 31 
Stamp on, 29 
Time for registration of, 9, 29 
Memorandum of Association, situation of, must be contained in, 20 
Penalty incurred by company carrying on business without having 
a, 29 
Place for service on company of writs and other documents is the, 
30, 201 
Registration of: 
Effect of, 4 
Fees for, 330 to 337 
Mode of, 3 to 10 ; 
Regulations governing (see “ ARTICLES OF ASSOCIATION ”’) 
Representation of, as member of other companies, at meetings, 218 
Seal of: 
Attestation of deed under, 41 
Bills of Exchange &c., on, 53 
Debentures, on, 286 
Documents requiring, 40 
Liquidator’s use of, 362 
Name of company must be engraven on, 33, 38 
Failure to engrave, liability of officers in respect of, 38 
“ Official,’ used by attorney abroad, 38, 39 
Regulations and recommendations as to use of, 38 to 41, 53 
Shares or stock, on, 180 
Table A, 1929, provisions of, 419 
Use of, by unauthorised person, void, 41 
Secretary of (see “ SECRETARY ”) 
Servants of, position of, 12 and note, 379 note, 396 et seq. 
Shareholders of (see “ SHAREHOLDERS ”) 
Shares held by, 75, 108 
Voting in respect of, 218 
Shares of (see “ SHARES ’”’) 
Status, legal, 4 
Stock Exchange requirements regarding, 404 et seg. (notes), 419, 
424, 425 (and, as to Official Quotations and Permission to 
Deal, pp. Appendix C) 
Subsidiary, 159, 161, 162, 163 
Definition of, 162 
Profits and losses of, meaning of, 163 
To more than one company, 163 
Surtax on members of company “of a private character,” 246 
United Kingdom, incorporated outside (see under “Great BriIvatn ” 
and “UNITED Kine@pom ”’) 
Unlimited, 3, 8, 9, 20, 21, 212 
Winding up of (see ‘“ WINDING UP”) 
‘With more than fifty members, 103 
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COMPANIES’ LIQUIDATION ACCOUNT, 382, 384 


COMPANY AS DIRECTOR OR MANAGER OF ANOTHER COMPANY, 
45, 46 


COMPENSATION in respect of forged transfers, fund for, 264 


CONDITIONS, waiving statutory requirements as to prospectus, to be 
void, 59 
\ 


CONFIRMATION OF EXECUTORS (see under “PRoBatTE”’) 


CONSOLIDATION AND SUBDIVISION OF SHARES (see under 
“ SHARES ”’) 


CONTRACTS: 
Breach of, company cannot by alteration of Articles justify a, 27 
Calls, for payment of, otherwise than in cash, 203 
Company, on behalf of, how to be made, 39 
Before commencement of business, provisional only, 91 
Directors’ interest in, with company, disclosure compulsory, 48 
Employment, of, 396 et seq. 
Ratification of, 63 
Seal upon, 38 to 41 
Shares, as to allotment of, 63, 64, 66, 67, 71 to 75 
Statutory meeting, made prior to, 19, 59, 63, 209 
Underwriting, 87 to 90 
Form of, 90 
Variation of, 19, 59, 209 


CONTRACT NOTES, duty on, 339, 342 


CONTRIBUTORIES (see also “ ComMPANIES—Members ’’) 

Bankruptey of, 362 
Death of, 362 
Definition of, 365 
Lists of, 361, 364 et seq. 

Binding in compulsory winding up, 366 

Not in voluntary winding up, 366 

Meaning of term, 365 


CONVERSION OF SHARES AND STOCK (see “SHarss—Stock,” and 
under “ Stock ”) 


COUNTY COURTS OF CORNWALL, jurisdiction of, 4 


COUPONS: 
Dividends paid by, 190, 248, 249 
Form of, 190 
Interest paid by, 288 
Issued with debentures, 288 
Exempt from stamp duty, 288 
Notice of payment of by advertisement, form of, 288 
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CREDITORS: 
Consent to reduction of capital of, 173, 175, 176 
Conveyance or assignment for benefit of creditors void, 350 
Corporations as, in winding up, 357 
Meeting of, in creditors’ voluntary winding up, 355 
Advertisement of, 355 , 
Forms of, 355, 356 
How authenticated, 355 
Director must attend, 357 
Resolution of, Provisions as to, 357 
Statement of affairs to be laid before, 357 
Right of, to appoint liquidator, 357 
To inspect Register of Charges, 31, 101, 287 
To object to reduction of capital, 173 
Winding up, during, 355 et seg., 371 et seq. (see also under “ WINDING 
Up 7) ‘ 


CUMULATIVE PREFERENCE SHARES (see “SHArnes—Preference’’) 
CURRENCY, differences in, 156 

DAMAGES, liability of company or officer to, 33, 42 to 53, 64, 65 
DEATH CERTIFICATE, stamp on, 342 

DEATH OF DEBENTURE HOLDER, 290, 291 


DEBENTURES: 
Allotment of, 93, 282, 283, 284, 292 
Application for, 93, 283, 292 
Form of, 284 
May only be issued with prospectus which complies with Act, 
283 
Bearer, payable to, 282, 285, 288, 289 
Duty on, 337 
Calls on, 292 
Charge on land, giving, effect of, 302 
Commission on issue of, to be stated on balance sheet, 160 
Contract to take up, binding nature of, 292 
Definition of, 281 
Delivery of, time limit for, 282, 283, 290, 291 
Default in, penalty for and proceedings on, 283, 290, 291 
Discount, may be issued at a, 283 
Duty on, 296, 337 
Expenses of issue of, to be shown on balance sheet, 160 
Floating charge, carrying, 285 
Guarantee of, 294 
Holders of: 
Bankruptey of, 291 
Corporation as, in winding up, 357 
Death of, 291 
Joint, 291 
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DEBENTURES—continued. 
Holders of—continued. 
Lunacy of, 291 
Receiver for, 304, 374, 375, 376, 379, 396 et seq. 
Liability of, 379, 399 et seq. 
Liquidator as, 374 
Register of, 101 
Rights of, 13, 294, 378 
Interest on, 288, 289 
Guarantee of, 294 
Issue of, at discount, 169, 283 
Joint, of several companies, 286, 287 
Meaning of, 281 
Mortgage, secured by, 285, 286, 290, 297 
Negotiability of, 285 
Offer of, 90 
Oral transfer of, prohibited, 290 
Payment at a particular place, providing for, 309 
Of interest on, 288, 289 
“ Perpetual,” 281, 289 
Private company, in, 13 
Promissory note, debenture may be framed as a, 286 
Stamp on, 286, 339 
Prospectus, on issue of, when required, 282, 291 
Provisional certificate for, 292 
Coupons attached to, 294 
Form of, 293 
Stamp on, 294 
Redeemed but re-issuable, 161 
Redemption of, 161, 294, 296, 327, 337 note 
Registration of, 285, 289, 297 et seq. 
Certificate of registration, Registrar’s copy of, to be endorsed on 
every, 308 
Extension of time for, 305, 306 
Re-issue of, 294, 295, 296 
Repayment of, 281, 294 
“ Serip ” certificates for, 293 
Seal, are usually issued under, 286 
Series of, 302 et seq. 
Stamp duty on, 296, 311, 337, 338 
Statement in lieu of Prospectus, on issue of, 292 
Stock Exchange requirements as to (see Appendix C, page 447 et seq.) 
Objection of, as to, guaranteed by vendor to company, 294 
Terminable issue of, 290 
Transfer and transmission of, 283, 290, 291 
Definition of, 283 
Execution transfer abroad, 250 
Forged transfer, case of, 291 
Form of, 291 
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DEBENTURES—continued. 

Transfer and transmission of—continued. 
Must be in writing, 290 
Register of Transfers, 114, 115 
Stamp on, 291, 338 

Time of stamping, 340 

Trust or covering deed securing, 281, 286, 290, 302, 303 
Right to copy of, 102 
Stamp on, 290, 349 

Varieties of, 289 

Winding up, how affected by, 362, 374 et seq. 


DEBENTURE STOCK, 281 et seq. (see also under “ DEBENTURES ’’) 
Advantages of issue of, over Debentures, 282 
Bearer, payable to, 282 
Stamp on stock certificate, 337 
Certificate, conditions of trust deed should be endorsed on the, issued 
to holder, 282 
Delivery of, time limit for, 282, 283 
Default in, penalty for, &¢c., 283 
Definition of, 281 
Discount, may be issued at, 283 
Form of application for, 284 
Prospectus, on issue of, when required, 282 
Register of holders of, 101 
Registered holder, payable to, 282 
Right of inspection of, and to copy, under penalty, 102 
Of transfer of, 116 
Registrar’s Certificate to be endorsed on, 308 
Statement of, required by Inland Revenue Commissioners, 311 
Duty on, 311 
Stock Exchange requirements as to (see Appendix C, page 447 et seq.) 
Transfer of, 282 
Register of, 114, 115 
Trust deed, is secured by a, 282 
Nature of, 282 
(See also under “ DEBENTURES ”’) 


DECLARATION OF SOLVENCY, 352, 354, 391, 393 
DECLARATION, STATUTORY (see “Statutory DECLARATION ”) 


DEED: 
Definition of, 249 
Execution of, abroad, 38, 39 
Seal upon, 40 


Trust or covering deed securing debentures, 281, 286, 290, 302, 303 
Stamp on, 290, 349 


DEED STAMP on documents under seal, 41 
On Memorandum and Articles, 24, 26, 332 et seq. 342, 344 
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DEFERRED SHARES in prospectus, 55 
DEPARTMENTAL AND COST ACCOUNTS, 156 


DEPOSIT OF SHARE WARRANTS, 193 
Certificate of, form of, 193 


DEPOSIT SOCIETIES, Form returned by, 280 


DEPRECIATION, 149 
Of leasehold properties and patents, 153 
Of loose tools and patterns, 153 


DIRECTORS: 
A, cannot vote on a resolution relating to, in which he is personally 
interested, 48 
wrt oo place, and conditions of, inspection of, determined 
y) 
Annual Return must contain a list of, and particulars, to, 45 
Appointment of, 42, 43, 54 
Assignment of office by, 45 
Auditors, appointment of, by, 96 
Bankrupt as, 44, 45 
Cannot increase capital, 169 
Chairman of, Board of, 226, 227, 415 
Duties of, 39, 84 
Minutes signed by, 83, 84, 217, 218 
Christian names of, 35, 278 
Companies can be, of other Companies, 46 
Compensation for loss of office of, payment of must be disclosed to 
and approved by company, 49 
Conditions of appointment of, 7, 18, 42, 43, 54 
Consent to act, 6, 7, 12, 42, 43 
Contracts on behalf of company usually entered into by, 40 
Creditors’ meeting in winding up, must attend, 357 
Definition of word, 34, 112 
Disqualification of, as auditors, 95 
Disqualification of, whereby office is vacated, under Table A, 1929, 420 
Dividend arranged by, 160, 240, 234, 235 
Duty to convene general meeting, on requisition, 224 
Failure to do so, provision regarding, 224 
Emoluments of, what they include, 47, 160 
Expenses of, 47 
Fees for share warrants, fixed by, 193 
Functions of, 42, 82 
Income tax on fees of, 47 
Interest of, in contract, disclosure required, 48 
In promotion of company, must be stated in prospectus, 57 
Joint holders of shares, may be, 45 
Liability of, for allotment before lodging of Statement in lieu of 
Prospectus, 70 
For bill improperly accepted, 50 
For failure to convene Annual General Meeting, 213 
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DIRECTORS—continued. 
Liability of—continued. 
May be made unlimited by alteration of Memorandum, 22 
Relief from, limitation of, 46, 51 
To give members statement of their remuneration, 47 
Liquidation, how affected by, 361, 367 
List of persons who have consented to become, to be sent to 
Registrar, 7 
In case of companies incorporated outside Great Britain, 112 
Loans to, must be included in Annual Accounts, 48, 161, 162 
Reference to, in Auditors’ Report, when necessary, 95, 97 
Majority, power to act by, 226 
Managing: 
Appointment of, 27, 48 
Contract as to position of, 27 
Liability of, 22 
Penalty incurred by, for unstamped share warrant, 193 
Position of, 12 and notes, 40, 379 and note 
Seal, use of, by, 41 
Secretarial duties undertaken by, 48 
Married woman, maiden name of, 35 
Meetings of, 226 to 229 
Agenda for, specimen of, 228, 229 
Financial statements submitted to, 227 
Minutes of, 110, 111, 226, 227 
Signed by, 110 
Misfeasance by, 51 
Names of, must be in letters, &c., of certain companies, 35 
Nationality of, where not British, to be stated, 34 
Not necessary for Private Company to have, 45 
Offers made for shares, to shareholders, duty of, 49 
Particulars as to, required by Act to be given in Annual Return, 277 
And to be filed within one month of registration, 9, 10 
Form of, 113 
Meaning of expression in Act, 271 
Payments to, as compensation, &e., disclosure of, compulsory, 49 
Penalties, matters in respect of which, may be incurred by, list of. 
312 to 325 
Position of, 12 and notes 
Postponement of general meeting duly convened by, inept, 213 
Powers of, 226 
Apparent, 87, 52 
Borrowing, 287, 288 
Bringing actions, 42 
Cannot be delegated, 226 
Cessation of, on appointment of Liquidator, 361 
Contracts, 40 
Dividends, payment of, by post, 244 
Forfeiture of shares, 206, 207, 367 
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DIRECTORS—continued. 
Powers of—continued. 
Issue of new shares, 169, 170 
Limitations of, 213, 226 
Private Company, 9, 11 
Prospectus must contain list of, 55 
To be signed by, 54 
Public Company must have at least two, 45 
Qualification of, 42, 48, 45, 55 
Joint holding, 45 
Proceedings under Section 141 against, not holding, 51 
Relief under Section 372, 51 
Prospectus must contain number of shares fixed by articles as, 55 
Shares held as trustee sufficient, 44 
Shares specified in share warrant insufficient.as, 192 
Taking shares from a promoter is misfeasance, 45 
Undertaking in writing to take from company, 8 
Quorum of, 48, 206, 226, 422 
Register of, 45, 112, 113, 114 
Must be open for inspection, 112 
Remuneration of, 46, 47, 55 
Auditors’ Report, when particulars must be given as to, 96, 97 
Directors have no power to fix, when, 47 
Income tax (and surtax) on, 47 
Must be shown in Annual Accounts, 47, 159 
Provisions of Articles as to, must appear in the prospectus, 55 
Report of, attached to balance sheet, 160, 163 
Prior to Statutory Meeting, 208, 209, 212 
Resolution of: 
Adjourned meeting, date of, at, 227 
Calls, regarding, 203, 204, 205 
Forfeiting shares, 205, 206 
Quorum for, 48, 206, 226, 422 
Seal, regarding use of, 38, 41 
Secretary’s appointment by, 62, 63 
Shares allotted by, 83, 84 
Responsibility of, 46, 124, 159, 224 
Rotation of, 421 
Seal, use of, by, 38, 41 
Secretary, position of with regard to, 49, 50 
Acts of, acting within his authority are the acts of the, 49 
Takes his instructions from, 49 
Secretaryship held by, 48 
Service of documents on, where no registered office, 30 
Shares of, payment for, 19, 43, 49, 91 
Forfeiture of, by, during Liquidation, 367 
Sale of, by, during Liquidation, 367 
Statement in lieu of prospectus signed by, 15 
Persons named at, in, 18 
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DIRECTORS—continued. 


Statutory declaration made by, 5 
Super (or sur) tax on fees of, 47 
Table A, 1929, provisions of, 418 to 423° 
Taking qualification shares from a promoter, 45 
Transfers, how dealt with by, 114 

Refused by, 249, 250, 408 

Rejection of, by, 262, 408, 409 

Must be by resolution, 409 

Unnecessary, for Private Company, 45 
Unqualified person, acting as, penalty for, 43 
Vacancy in body of, 206, 422 


DIRECTORS’ ATTENDANCE BOOK, 226 
DISCOUNT: 


Debentures, issue of, at a, 169, 277, 283 
Shares, issue of, at a, 89, 139, 168, 169, 277 


DISSOLUTION OF COMPANY, 350, 385 (and see also “ WINDING UP”) 
DISTRINGAS, notice in lieu of, 255 

DIVIDEND ACCOUNT BOOK OR LIST, 122, 123 

DIVIDENDS: 


Advertisement of, 238, 239 
Apportionment of, 256 
Bankers, payment to, 241 
Coupons, payment by, 238 to 240 
Declaration of, by advertisement, 238, 239 
Definition of, 234 
Failure to distribute reasonable part of its actual income by company, 
provisions of Finance Acts as to, 246 
Joint shareholders, paid to, 245, 424 
Letter of authority by shareholder to pay to a third person, 109 
Not payable out of capital, 158, 235, 236 
Payment of, 109, 201, 234 to 236 
Profits, payable only out of, 234 
Recommendation of, by directors, to be attached to balance sheet, 160 
Unclaimed, power in Articles to forfeit, Stock Exchange objection 
to, 424 
Warrants, 103, 234, 238, 242 to 245 
Form of, 242, 243 
Income tax, rate of, on, 244 
Loss of, 244 
Requisites of, 244 
Stamp on, 238 
Statement of gross amount, rate and amount of tax, and net 
amount of dividend to be given in, 242 to 244 
Winding up, on, 327, 379, 380 
Unclaimed, 389, 381 


DIVIDENDS AND RESERVE, provisions of Table A regarding, 423, 424 
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DOCUMENTS: 
Seal, which must be under the, of the company, 40 
Signing of, requiring authentication by the company, 197 


DOMINION REGISTER OF MEMBERS, 107 
Deemed to be part of Company’s Register of Members, 108 
Duplicate of, must be kept at registered office of company, 108 
Exemption from British Stamp Duty, of Transfers in, 108 
Notice of office where, is kept must be given to the Registrar, 107 
Registration of transfers of shares in, effect of, 108 
Transmission of entries in, to registered office of company, 107 
What companies may keep, 107 


DUTIES ON VARIOUS DOCUMENTS (see also “Stamps”’) 
Summary of, 342 to 349 
Table I. 
Duties and fees payable on registration of a company limited by 
shares, 332 to 335 
Table II. 
Fees payable on registration of company not having a share capital, 
336, 337 
Table III. 
Ad valorem duties on registered bonds, mortgages, debentures, and 
securities for money, 337, 338 
Table IV. 
Ad valorem duties on transfer on sale of stock, shares, and marketable 
securities, 338 
Table V. 
Ad valorem duties on bills of exchange and promissory Notes, 339 
Table VI. 
Ad valorem duties on contract notes, 339 


EDINBURGH, Register of Joint Stock Companies in, 4 
EDINBURGH GAZETTE, advertisement in, 355, 371, 381, 382 notes 
ELECTRIC LIGHT COMPANIES, published accounts of, 159 
EMPLOYEES, loans to, when to appear in Annual Accounts, 48, 162 
ENDORSEMENT of bills, cheques, &c., on behalf of company, 52, 53 


ESTATE COMPANIES, provisions of Finance Act, 1930, as to transfer 
of property to, for avoidance of estate duty, 246 


ESTATE DUTY, avoidance of by transfer of estate to company, 246 
By company under control of one person, 246 


EXECUTORS: 
Letter of request for registration from, 261, 262 
Statutory declaration in support of, 262 
Register of Members, entering names in, 260 
May execute a transfer without their names being entered in, 260 
Transfer and transmission of shares to, 260 to 263 
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EXPENSES OF ISSUE of share capital or debentures, 160 


FEE STAMPS on registration, 330, 331 
Company not having capital divided into shares, 331, 332 


FEES, for 
Issue and cancelling of share warrants, 193, 196 
Registration of transfers, 259, 266 
Summary of, 342 to 349 
Transfer of debentures, 290 


FINANCE ACTS (see under “Acts oF PARLIAMENT ”) 
FINANCIAL STATEMENT FOR BOARD MEETINGS, 227 to 230 
“FIXED ASSETS,” meaning of, 280 and note 


“FLOATING SECURITY,” 285, 286, 311 
Enforcement of, 286 
Registration of, 289 


FOREIGN BILLS, duties on, 339 
FOREIGN COMPANIES doing business in U.K., regulations for, 30 
“FOREIGN FIRM,” meaning of, 35 


FOREIGN MARKETS, shares to bearer facilitate dealings in shareg 
on, 196 . 


FORFEITURE OF SHARES (seo “SHARES—Forfeiture ”) 
FORGED TRANSFERS ACT, 265, 291 

FORGED TRANSFERS, effect of, 265, 291 

FORMS, various, 436 to 446 

FOUNDERS’ SHARES IN PROSPECTUS, 55 

GAS COMPANIES, published accounts of, 159 
“GAZETTE,” meaning of, 355 note 


GOODWILL, amount payable for, must be stated in prospectus, 57 
Amount of, to be stated in balance sheet, 160 


GREAT BRITAIN, Companies incorporated outside, 30, 34, 197, 201, 273 
(see also “ UNITED Kin@pom ”’) 


GUARANTEE COMPANY: 
Arrangement with, for guarantee of debentures, 294 
Capital must be stated in Memorandum, 20 
May be Private Company, when, 14 
(See also “ ComMpANIzS—Limited by Guarantee ”’) 


GUARANTEE OF DEBENTURES, 294 


GUARD BOOK for 
“Printed matter,” 85 
Transfers, 263 
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IDENTITY, statutory declaration of, 265, 268, 271 
IDIOT, shares should not be allotted to, 74 


IMPRISONMENT as penalty for falsifying books, 166 


INCOME AND EXPENDITURE ACCOUNT to be laid before annual 
meeting of company not trading for profit, 159 


INCOME TAX: 
Director’s fee, on, 47 
Dividend warrants, statement as to rate and amount to be stated in, 
252 to 254 
Payment of, on winding up, 376 
(See also “ SurtTax’’) 


INCORPORATION (see under “ CoMPANIES ”) 


INDEMNITY, Letter of: 
In ease of loss, of dividend warrant, 254, 255 
Of share certificate and warrant, 185 to 188, 196 


INDEX TO ANNUAL RETURN, 277 


ENTIAN T— 
Disqualification of, as shareholder, 74 
As witness, 21 


INSPECTION (see under “ Accounts” and “ Booxs ”) 


INSTRUMENT, negotiable, 285 
Claim in respect of, on winding up, 373 


INSTRUMENT CREATING CHARGE, copy of, kept at registered office, 
101, 287, 309 


INSURANCE COMPANIES, Form returned by, 281, 288 


INTEREST 
On calls, 204, 205 
On debentures, 288, 289 
On paid-up capital, paid out of capital, 246 
Apportionment of, 288 


INTESTATH, transfer of property of person, 269 


IRISH FREE STATE, companies registered in, regulations for, 30, 
112, 114 


JOINT DEBENTURE HOLDERS, 291 

JOINT SHAREHOLDERS (see under “ SHAREHOLDERS ”’) 
JOURNAL, 135 to 141 

LAND, charge on, 297 

LAND TAX, payment of, on winding up, 376 


LAW OF PROPERTY ACT, 1925, provisions of, as to attestation of 
deed, 41 
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LEDGER, 131 to 134, 146 
LEGAL ADVICE (see “ Soxicrror—A dvice of *) 


LEGATEE, transfer to, 268, 272 


LETTER OF ALLOTMENT, 66, 67, 71 
Forms of, 68, 70, 71, 72 
Stamp on, 66 


LETTER OF APPLICATION, 66 
LETTER OF AUTHORITY, ETC. (see “ AuTHoRITY—Letter of,” &c.) 


LETTER OF INDEMNITY (see “ INpEMNITY—Letter of ’’) 
LETTER OF REGRET for inability to allot shares, 73, 82, 83 


LETTER OF RENUNCIATION, 75, 81 
Forms of, 75, 76 
Split, 81 
Stamp on, 344 


LETTER OF WITHDRAWAL, 74 
Requires no stamp, 75 


LETTERS OF ADMINISTRATION (see under “ PRoBATE”) 
LIEN ON SHARES, Table A, 1929, regarding, 406 


LIFE ASSURANCE COMPANIES: 
Form of statement to be published by, 288 
Returns to be made by, 281 


“LIMITED ”: 
Use of word, in name of company, 32 to 34 
Where word, omitted from name of company, 4, 32, 281 


LIQUIDATOR: 

Appointment of, 352, 354, 357, 359 to 363 

Notice to Registrar of, 359 

Form of, 359 

Assets of company, application of, by, 373 et seq. 
Body corporate, cannot be, 359 
Books to be kept by, 360, 364, 370, 386 to 389 
Calls by, 364, 366, 370, 375 

Enforcement of, by, 367 

Notice of, 371 
Companies Liquidation Account, 380, 381, 385 
iompromise by, with creditors, 362 
Creditors, list of, settlement of, by, 371 to 378 
Forms for statements by, 439 et seq. 
Liability of, 359, 364, 380 et seq. 
List of contributories, settlement of, by, 364 to 370 
More than one, appointed, 361 
Name of dissolving company, consent of, regarding use of, 37 
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LIQUIDATOR—continued. 
Penalties incurred by, 359, 364 
Powers and duties of, 354, 359 to 365, 371 et seq., 390 
Receiver for debenture holders, as, 374 
Record Book, 356 et seq. 
Removal of, 362, 363 
Remuneration of, 352, 358, 361, 367, 374, 878 
In question with rights of Debenture Holders, 378 
May be fixed by Committee of Inspection, 358 
Secretary appointed as, 351, 390 
Vacancy in office of, how filled up, 354, 358, 362, 363 
Voluntary, duties and powers of, 363 et seq. 


LOAN CAPITAL: 
Meaning of, 311 
Statement as to, to be filed before issue, 311 


LOANS (see also “ DEBENTURE STOCK ’’) 
Directors, to, must be included in Annual Accounts, 48, 161, 162 
Auditors’ Report, and, 96, 97 
Employees, to, which to be included in Annual Accounts, 48, 161, 162 
Shares, for the purchase of, may only be made as provided by Act, 168 


LONDON, Registrar of Joint Stock Companies in, 4 
LONDON GAZETTE, advertisement in, 266, 272, 355, 371, 381, 382 


LUNATIC: 
Debenture holder, lunacy of, 291 
Director, vacation .of office by, becoming, 420 
Disqualification of, as shareholder, 74 
As transferee, 260 
Register of Members, entry of particulars in, 109 
Shares of, 273 
Voting powers of, 416 


MANAGER OF COMPANY: 
Assignment of office by, 45 
Company as manager for another, 45, 46 
In lieu of directors, 45 
Liability of, may be made unlimited, 22 
Penalties incurred for default by, in relation to: 
Annual Return, 280 
Certificate of title, 184 
Company incorporated outside Great Britain, 36 
Contract as to shares, 74 
Debenture Holders, Register of, 101 
Debentures, 283 
Directors, Register of, 111 to 113 
Increase of capital, notice of, 170 
Meetings, 209, 212, 213 
Members, Register of, 108 
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MANAGER OF COMPANY—continued. 
Penalties incurred for default by, in relation to—continued. 
Mortgage, or charge registration of, 309 
Name of company, use of, 33 ; 
Registration of Business Names Act, 35, 36 
Resolution, lodging of, with Registrar, 233 
Seal, use of, by, 41 


MANAGER FOR DEBENTURE HOLDERS (see “ RECEIVER’’) 
MANAGEMENT SHARES in prospectus, 55 

MANAGING DIRECTORS (see “ Directors—Managing ’’) 
MARKETABLE SECURITY (see under “SECURITIES ’”’) 


MARRIAGE 
Of female shareholder, 264 
Evidence required by company on, 264, 265 
Production of certificate on, duty of secretary on, 264 
Register of Members, entry of particulars on, 109 


MARRIED WOMAN: 
Allotment of shares to, 74 
Register of Members, entry of particulars in, 109 
Transfer of shares to, 251 


MEETINGS, BOARD (see “ DirecToRS—Meetings ”’) 


MEETINGS, GENERAL: 
Adjournment of, 209, 223, 232, 233, 357, 360, 376 
Resolutions passed: at, 227 
Admission to, 217 
Agenda for, 218 
Annual, liability of directors for failure te eonvene, 53 
Auditors, appointment of, at, 95, 96 
Report of, to be read at, 97 
Right of, to attend, 97 
Books required at, 217 
Business at: 
“Ordinary,” what is, 212 
“Special,” what is, 212, 213 
Notice must be given of, 213 
Chairman, decision of, 218 
Power to adjourn meetings, 223 
Companies as members, 218 
Conduct of business at, 217 to 223 
Date of holding, 213 
Default in holding, provisions as to, 213 
Extraordinary, 213 to 216, 391 
For winding up and reconstruction, 390 to 394 
Requisition for, 219, 223 
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MEETINGS, GENERAL—continued. 
Minutes of, 110, 111, 217, 218 
Inspection of, rights of, 110 
Notice of, 215 
“Clear days,” 215 
Forms of, 215, 216 
In case of special business, 213, 215 
Record of, in postal book, 197 s 
Specific resolutions, 215 
Ordinary, 212 to 217 
Penalty for not holding, 213 
Poll at, 218 to 221, 233 
Demand for, form of, 220 
Postponement of, 213 
Proxies at, 219, 221 to 223 
Poll, a, is not a, 220 
Quorum for, 217, 414 
Regulations, statutory, as to, when Articles silent, 225 
Register of Members closed before, 103 
Requisition for, 193, 223 to 225 
Form of, 224 
Holder of share warrant may, 193 
Statutory, 19, 59, 70, 208 to 212 
Adjournment of, 209 
Annual Return filed after, 216, 281 
Not required to be held by Private Company, 13, 212 
Report to be sent to members before holding of, 208 
Default in sending, provisions regarding, 209, 212 
Form of, 210 to 212 
Not required from Private Company, company limited by 
guarantee not having share capital, or unlimited company, 
209 
Table A, 1929, provisions of, 413 to 417 
Voting at, by proxy, 219, 221 to 223 
Winding up, interim and final meetings for, 381 to 384 


MEMBERS OF COMPANY (see “ Company—Members ”’) 


MEMBERS, REGISTER OF (see also “ DOMINION REGISTER OF MEMBERS ”) 
Annual Return, regulations regarding, 109, 280 
Application and allotment lists used as, 77, 78, 104 
Closing of, 103 ° 
Conversion of shares into stock, to be entered in, 104, 179 
Copy of, right to, 103, 104 
Dominion Register, 107 

Deemed part of company’s, 108 
Transfer of shares registered in, 108 
Entries to be made in, 105 
Form of, suggested, 106 
How far evidence of matters inserted therein, 104 
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MEMBERS, REGISTER OF—continued. 
Index to, keeping of, 103, 107 
Inspection of, right of, 103, 104 
Memorandum, subscribers to, entered on, 24, 66, 79 
Mortgage or charge, cannot be the subject of, 290 
Obligatory, it is, on every company to have a, 99, 102 
Recommendations regarding, 103 to 109 
Refusal to allow inspection or copy, penalty for, 104 
Registered office, kept at, 31, 103 
Regulations regarding, 102, 103, 104, 109, 179 
Removal of name from, 109, 192 
Share warrants, procedure on issue of, 192 
Transfers checked with, 260 
Trusts, no notice of, to be entered, 103 


MEMORANDUM OF ASSOCIATION: 
Alteration in, possibility of, 21 to 23, 179 
Contents and nature of, 20 to 24, 32, 244, 391 
Copy of, lodged with Registrar, 4 
Supplied to every member on request, 8, 24, 27 
Guarantee, company limited by, of, 20 
Members subscribing, 9, 12, 20, 21, 24, 66 
Minute of reduction of capital included with, 174 
Modification of, 179 
Printing of, advisable, 8 
Prospectus, must be set out in, 55, 59 
Exception, 59 
Registration of, 4 
Regulations regarding, 20 
Stamp on, 9, 24, 331, 336, 344 
Statement of capital to accompany, on registration, 24 
Stamps on, 9, 24, 331, 336 
Subscribers to, signatures of, should be attested, 21, 26 
Letter of allotment to, 67 
Liability of, 24 
Must be registered as members, 24 
Notice of allotment unnecessary, 67 
Number of, 9 
Should be of full age, 21 
Unlimited Company, of, 20, 21 


MEMORANDUM OF SATISFACTION, entry of, in Register of Charges, 
294, 309 
Form of application for, 310 


MINIMUM SUBSCRIPTION (see under “SHarzEs ”) 


MINOR: 
Disqualification of, as shareholder, 74 
As transferee, 260 
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MINUTE BOOKS of General Meetings and of Directors’ Meetings, 83, 99, 
110, 111, 218, 226, 227, 290 
(See also “ Dirrctors—Meetings of” and ‘“ GENERAL MEETINGS ”) 


MINUTE OF REDUCTION OF CAPITAL, 173, 174 


MONEYLENDERS ACT, 1927, companies licensed under, 34 
MORTGAGES AND CHARGES (see “CHarces” and ‘“ DEBENTURES ”’) 
NAME OF COMPANY (see “ Companins—Name”’) 


NATIONAL HEALTH INSURANCE AOTS, 1924 to 1928, payments 
under, during winding up, 377 


NEGOTIABLE INSTRUMENT, meaning of, 285 
NOMINAL CAPITAL (see under “ CapiTau’’) 


NORTHERN IRELAND: 
Charges on property in, 302 
Companies registered in, regulations for, 30, 108, 112 


NOTICES, to be given by company, list of, 197 to 200 
Specimens of, 430 to 435 
To be given to company, 201, 202 


OFFER TO THE PUBLIC, definition of, 14, 15, 59 
“OFFERS FOR SALE,” 59 

OFFICE AND OFFICERS OF COMPANY (see under “ComPaNtss ”) 
OPTION CERTIFICATE BOOK, 118 

OPTION RIGHTS OVER SHARES, 89, 188, 189 


ORAL TRANSFERS OF DEBENTURES AND SHARDS (see under 
“ DEBENTURES ” or “ SHARES ’’) 


PARTICULARS AS TO DIRECTORS, 34, 278, 279 


PARTNERSHIPS, necessity for registration of, 4 
As shareholders, 75 


PASS BOOK, 77, 230 
Secretary should have made up for each Board meeting, 230 


PATENTS AND TRADE MARKS, cost of, to be stated in balance 
sheet, 160 


PENALTIES: 
For default in various matters, list of, 312 to 325 
Incurred by companies incorporated outside Great Britain, 30, 35 


PETTY CASH BOOK, 135 
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POLL, 218 to 221, 233 
Demand for, form of, 220 
Scrutineers, appointment of, 221 
Report of, 221 
Table A, 1929, provisions of, 415, 416 


POSTING Letter of Allotment, record of, 74, 88 

POWER OF ATTORNEY (see “ ATTORNEY, POWER OF ”’) 
PREFERENCE SHARES (see “SHARES—Preference”’) 
PREFERENTIAL PAYMENTS IN WINDING UP, 374 et seq. 


PRELIMINARY EXPENSES, must be stated in prospectus, 55, 57 
In balance sheet, 160 


PREMIUM ON REDEMPTION OF DEBENTURES, 287, 288, 337 note 
“PRINTED MATTER,” guard book for, 85 

PRIVATE COMPANIES (see under “ CoMPANIES ”’) 

PROBATE, 262 to 265 


PROFIT AND LOSS ACCOUNT, 146, 159, 164, 213 
Board of Trade may extend period for preparing, 214 
Does not require to be lodged with Registrar, 164 
Must be laid before general meeting, 213 
Default in so doing, 214 
Must be made up not more than nine months before meeting, 159, 213 
Must show directors’ remuneration, 159 


PROFIT BEFORE INCORPORATION, 158 


PROFITS, meaning of, 244, 245, 246 
Dividends payable only out of, 244 
Failure of certain companies to distribute, provisions of Finance Acts 
as to, 246 


PROMISSORY NOTES, 52, 53 
Claim in respect of, in winding up, 373 
Debentures in form of, 286 
Signed by companies, 33 
Stamp duties on, 327, 328, 339 
Time for stamping, 340 


PROMOTERS, 57, 89 
Misfeasance by, 51 


PROPERTY TAX, payment of, on winding up, 376 


PROSPECTUS: 
Abridged, form of application for shares must not be issued with, 59 
Contents of, statutory, 36, 54 to 63, 87, 169 
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PROSPECTUS—continued. 
Date of, 54 
Debentures and debenture stock, issuing or circulating, respecting 
issue of, 290, 291 
Definition of, 14, 59, 69 
Misrepresentations in, 54 
Secretary’s liability as to, 54 
Offer of shares, &e., to public, deemed to be a, 59 
Registration of, 54 
Shares, issued at a discount, 169 
Statement in lieu of: 
Commission on subscription disclosed in, 87 
Contracts referred to in, variation of before statutory meeting, 
19, 59 
Debentures, with issue of, 292 
Exemptions from making, 12, 14, 19 
Form of, 16 to 18 
Necessity for lodging, before commencing business, 19, 93 
Before aliotment, 69, 70 
Private Company on conversion into public company, made by, 14 
Stock Exchange requirements as to, 240 
Where none, restrictions on allotment, 69, 70 


PROVIDENT SOCIETIES: 
Statement to be made by, 281 
Copy of statement to be displayed in registered office, 282 
Form of, 288 
Right of members and creditors to a, 282 


PROXIES, 219 to 223, 233, 356 

Attorney, power of authorising appointment of proxy to attend and 
vote at general meetings, 222, 223 

Creditors’ meetings, in winding up, for, 356 
Execution of, 221 
Form of, 222 
Meaning of, 222 
Provision of Table A, 1929, as to, 416, 417 
Revocation of, 220 
Stamp on, 222, 347 
Time for affixing stamp, 341 


PUBLIC COMPANIES (see under “ CoMPANIES ”) 


PUBL rz 
Meaning of word, 14 
Rights of inspection of books by, 101, 103, 165, 287 


PUBLISHED ACCOUNTS, FORMS OF, 158 
PURCHASE DEED, stamp on, 347 
PURCHASE LEDGER ACCOUNTS, 132 
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PURCHASE MONEY, requirement of prospectus specifying, 55, 56 
QUALIFICATION OF DIRECTORS (see “ Directors—Qualification ”) 


QUORUM: 
At Board Meetings, 48, 206, 226, 422 
“Class”? meetings, 405 
General Meetings, 217, 414 


RAILWAY COMPANIES, incorporation of, 3 
Published accounts of, 159 


RATES AND TAXES, payment of, on winding up, 376 


RECEIVER: 
Abstract of accounts to be lodged with Registrar, 375 
Appointment of, must be entered by Registrar in Register of Charges, 
304, 375 
Effect of, on business letters and orders for goods, 362 
Notice of, must be given by, to Registrar, 375 
Body corporate may not act as, 375 
Ceasing to act, entry must be made in Register of Charges by 
Registrar, 304, 375 : 
Notice of, must be given by the, to the Registrar, 375 
Debenture holders, for, on winding up, 304, 374, 375, 399 et seq. 
Effect of appointment of, on, 400, 401 
Liability of, 379, 399 et seq. 
Liquidator appointed as, 400 
Penalties incurred by, 376 
Powers of, 375, 399 et seq. 
Remuneration of, 375 
Voluntary liquidation, effect of, on situation of, 402 
Whether agent for the company or agent for the debenture 
holders, 402 
Floating security enforced by, 286 


RECONSTRUCTION: 

Company acquiring shares under scheme need not be a company within 
the meaning of the Act, 395 

Declaration of solvency to be lodged with Registrar, 391, 393 

Dissolution of Company, in course of, without winding up, 394 

Duty, relief therefrom on incorporation or increase of capital in 
connection with reconstruction scheme, 395 

Liquidator, powers of, on, 390 

Members, dissenting, rights of, 390, 391, 395 
Compulsory acquisition of shares of, 395 

Mode of procedure, 391 to 395 

Renunciation of shares on, 76 

Special resolution as to, 390 

Stamp duty on, 395 

When usually resorted to, 390 

Winding up as means to, 350, 351, 390 to 395 
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REDEEMABLE PREFERENCE SHARES (see under “SHARES— 
Preference ”) 


REDUCTION OF CAPITAL (see under “CapiTaL ”) 


REGISTER OF CALLS, 119, 120 
REGISTER OF CHARGES (see “CrancEs ”) 


REGISTER OF CHARGES to be kept at registered office, 31 
To be open for inspection to members, creditors, and others, 31 


REGISTER OF DEBENTURE HOLDERS, closing of, 291 


REGISTER OF DIRECTORS OR MANAGERS (see under “ Dirxctors ”’) 
REGISTER OF COMPANIES: 

Companies struck off, 350 
REGISTER OF MEMBERS, ETC. (see “MrmBzrs, REGISTER or,” &e.) 
REGISTER OF TRANSFERS, 114, 115, 116 


REGISTERED OFFICE (see under “ COMPANIES ’’) 
REGISTRAR OF COMPANIES: 
Certificates issued by : 
After change of name, 37 
Charges, 308 
Commencement of business, for, 93 
Incorporation, of, 9 
Reduction of capital, on, 174 and note* 
“Trading Certificate,” 93 
Default in lodging documents required by Act, proceedings on, 200 
Documents and notices required to be lodged with: 
Allotments, return of, 73, 84, 85 
Annual Return, 216, 269 et seq. F 
Association not for profit, 274 
Articles of Association, 25 26 
Authentication of, 200 
Balance sheet, certified copy of (Public Company only), 164 
Business Names Act, prescribed form, 35 
Capital, documents regarding reduction and increase of, 170 to 172 
Charges, particulars of, 297 et seq. 
Outside United Kingdom, 302 
Companies incorporated outside Great Britain, 282 
Consent of Board of Trade to change of name, 37 
Consent to act as director, 6, 43 
Consolidation &c. of shares, notice of, 21 
Contract as to vendors’ shares, 73, 74 
Conversion of shares and stock, notice of, 178, 179 
Copy of Particulars, re directors, 9 
Declaration as to compliance with Section 94 of Act, 8 
Of solvency, 352, 391 
Directors’ consent to act, 6, 43 
Dissolution, final order for, 200 
Order making void, 385 
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REGISTRAR OF COMPANIES—continued. 
Documents and notices required to be lodged with—continued. 
Dominion Branch Register, 106 
Liquidator, notice of appointment of, 359 
List of, 197 to 200 
List of persons consenting to act as directors, 7 
Name of corporation &c. under Business Names Act, 35 
Change of, 36, 37 
Notice of: 
Appointment of receiver and manager, 375 
Consent to act as director, 43 
Consolidation of capital, 21 
Increase of capital, 170, 171 
Increase of members, 199 
Offers for sale, 59, 61 
Situation or change of situation of registered office, 29, 30 
Orders of Courts confirming: 
Abrogation of class rights, 199 
Alteration of Memorandum, 199 
Reduction of capital, 199 
Rectifying register, 199 
Sanctioning compromise or reconstruction, 199 
Particulars of directors of company incorporated outside Great 
Britain, 35 
Particulars of property acquired subject to charge, 298 
Prospectus, 45 
Statement in lieu of, 14, 15 to 19, 70, 92, 93 
Receiver and manager: 
Half-yearly abstract of receipts and payments by, 375 
Notice of appointment of, 375 
Reduction of capital, 173 
Register of directors or managers, 112 
Resolutions, 198, 233, 234, 359 
Return of allotments, 84 
Return of final winding up meeting, 384 
No quorum at, 384 
Stamps on, 200 
Statement by liquidator where winding up not concluded within 
one year, 381, 384 
Statement of commission paid for underwriting, 87, 88 
Of increase of capital, 170, 172 
Statutory declaration, on commencement of business, 91 to 93 
Statutory report, 209, 212 
Trust deed for debentures, 302, 303 
Undertaking of directors to take and pay for qualification shares, 
ley 833 
Winding up, notices regarding, 200, 352, 354 to 357, 375, 382 to 384 
Return, where continuing more than a year, 384 
Register of Charges kept by, 303, 304, 309, 375 
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REGISTRAR OF COMPANIES—continued. 
Registered office, registered with, 9, 29, 30 
Registration with, how effected, 4 to 9 

Of improperly stamped documents, 327 


“REGISTRAR” OF TRANSFERS, 250 
REGISTRATION (see under “Companies” and “ REGIsTRaR” above) 
REGRET, LETTER OF, 73, 82, 83 


RENUNCIATION, LETTER OF, 75, 76, 81 
Split, 71, 81 
Stamp on, 344 


REPORT TO STATUTORY MEETING, 208, 209 
REQUISITION (see under “ MrETINGS ”’) 

RESERVE FUND, as affected by reduction of capital, 176 
RESERVE LIABILITY, creation of, 22 

RESERVE, provisions of Table A, 1929, regarding, 424 


RESERVES AND RESERVE FUNDS, 153 
For capital redemption, 177 


RESOLUTIONS (see also “ SHAREHOLDERS—Resolutions ”), 232, 233 
Demand for poll on special and extraordinary, 219 
Directors, of (see “ DrrEcToRS—Resolutions ”’) 
Extraordinary, 230 
Definition of, 355 
Difference between, and special, 230 
For winding up and liquidation, 351, 352, 354, 355, 358, 359 
Notice waived, 355 
Increase of capital by, 169, 170 
Notice of intended, 217, 230, 354 et seq. 
Ordinary, 230 
Copy of, in certain cases, to be lodged with Registrar, 231, 232 
Increase of capital by, 230 
Notice of, 230 
Passed at adjourned meetings, 223, 227, 231 
Special, 21, 22, 26, 27, 230 
Articles of Association altered by, 26, 27, 42, 232 
Assignment of office by director or manager, by, 45 
Calls on shares, 203 
Change of name by, 36, 37 
Conversion of shares to stock, 178 
Copy of every, must be embodied in all copies of the Articles, 27, 
232 
Must be printed and lodged with the Registrar, 36, 231 
Where no Articles are registerod, 26, 232 
Each must be put separately to the meeting, 231 
Form of, 235 
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RESOLUTIONS—continued. 
Special—continued. 
Increase of capital by, 169, 170 
Interest out of capital authorised by, 236, 237 
Memorandum, modification of, by, 21, 22 
Power of attorney, power for a company to give, when, necessary, 39 
Reconstruction by, 390 
Reconversion of stock to shares, 179 
Reduction of capital by, 21, 172 
Registration of, 36, 231, 232 
Shareholders, rights of, as affected by, 27 
Stamp on copy registered, 233 
Table A, modification of, by, 25, 26 
Winding up, for, 351, 352, 355, 359, 391 
Notice and registration of, compulsory, 359 
Specimens of, 232, 427 to 430 


RETURNS TO REGISTRAR, failure to make, after notice of default may 
be followed by Order of Court to make good default, 201 


ROYAL CHARTER, incorporation by, 3 


SALARIES AND WAGES ACCOUNTS, payment of, on winding up, 
373, 376, 379 
SCOTLAND, charges on property in, 302 
Companies registered in, 4, 20, 30 
Deeds executed by companies in, 40 


SCRIP CERTIFICATE, 293 
Stamp on, 182, 293 
Time for stamping, 340 


SCRUTINEERS FOR POLL, 221 
SEAL BOOK, 39, 120 


SEAL OF COMPANY (see ‘‘ Companizs—Seal’’) 


SECRETARY : 
Accepting bills on behalf of company, 52, 53 
Appointment of, 27, 62 to 65 
Certificate forged by, not binding, 180 
Commission given to, 50, 438 
Directors, relations of, with, 48 to 51 
Discharge, resolution to wind up voluntarily does not necessarily operate 
as a, 350 
Winding-up order operates as a, 350 
Dismissal of, 63 to 65, 396 et seq. 
Duties of, 35, 48 to 54, 61, 62, 66, 82, 83, 104, 111, 124, 166, 167, 181, 
184, 188, 203, 206, 217, 218, 219, 220, 223, 226, 227, 260, 297, 326 
Allotment of shares, regarding, 76 to 85 
Certification of transfers, 266 to 268 
Death of a shareholder, on, 259, 260 
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SECRETARY—continued. 
Duties of—continued. 
Minutes, regarding, 110, 111 
Reduction of capital, on, 176 
Seal, regarding, 33, 39, 41 
Stamps on instruments, regarding, 326, 327 
Transfers, regarding, 181, 182, 184 
Endorsing cheques for the company, 52 
Liability of, personal, 33, 48, 51, 53, 54, 61, 62 
Precautions to be taken by, against, 48, 52, 61, 62 
Liquidator, appointment as, 351, 390 
Managing director acting as, 48 
Notices authenticated by, 197 
Penalties incurred for default in various matters by, 312 to 325 (see 
also “ List OF PENALTIES ”) 
Position of, contract as to, 27, 62 to 65, 67 
Special events affecting, 351, 396 to 403 
Private eompany, in, 12 and note. 
Proxies, duty of, as regards, 218 
Reconstruction on, 390 
Responsibility of, for subordinates, 62 
Salary of, 62 to 65 
Seal, use of, by, 41 
Shares held by, 12, 67 
Statutory declaration made by, 5 
Summary and alphabetical list of duties on documents which chiefly 
concern, 342 to 349 : 
Winding-up order, effect of, 350, 396 


SECURITIES: 
“Floating security,” 285, 286 
Instrument of transfer, transferable by, duties on, 337 
Marketable: 
Meaning of, 327 
Stamp duty on, 338 
Voluntary dispositions inter vivos, duty on, 338 
Substituted, stamping of, 327 


SETTLEMENT, trustees of, 267 
SHARE CERTIFICATE BOOK, 118 


SHAREHOLDERS (see also “ Company—Members ”’) : 
Absconding, 273 
Articles of Association, effect on, 25 
Bankrupt, 109 
Change of address of, 108 
Change of name of, 257 
Companies as, 72, 108, 218 
Death of, entry in Register of, 108 
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SHAREHOLDERS—continued. 
Deceased, liability of estate of, 263 
Executors of, 260 
Proof of executorship, 260 
Descriptions of, care must be taken that, are correct, 108 
Directors, how far can be controlled by, 39 
Disqualification as, of certain persons, 74 
Employees as, must be counted as members, 107 
Female, marriage of, 109, 255, 256 
Evidence of, 256 
Register of members, entry in, 109 (see also “‘ MARRIED WOMAN ”) 
Infants should not be admitted as, 74 
Joint: 
Death of one of, 259 
Dividends as paid to, 424 
Names in Register of Members, 108 
Partnership firm, 72, 108 
Private companies, in, 11, 12 
Qualification as directors, of, 42 
Requisition for meeting by, 224 
Transfer, notice of, 260 
When counted as one member, 12 
Lunatic, shares of, 109 
Married woman as, 74, 109 
Name of, advertisement of change of, evidence of, 257 
Deed Poll, as evidence of, 257 
Obligations of, 26, 79 
Offers for shares to, by directors, 49 
Option rights over shares, of, 89 
Partnerships as, 75 
Personal liability of, for debts of company, 12 
Preference, rights of, in private companies, 13 
Resolution of (see also ‘“ RESOLUTIONS ”’) : 
Auditors appointed by, 96 
Conversion of shares into stock, 178 
Increase and reduction of capital by, 21, 168 to 172 
Issue of shares at a discount, 168 
Memorandum altered by, 21, 22 
Shares converted into stock by, 178 


Rights of, 8, 11 to 13, 22, 25 to 28, 56 ante, 95, 96, 102, 103, 109, 110, 
164, 212, 214, 236, 390 et seq. 


Women, description of, as “spinster” or “widow,” 109 


SHARES: 
Allotment of: 


Allotment book, 78, 99 

Amount payable on, 56 

Application for, conditional, 74 
Form of, 60 


May only be issued with prospectus which complies with 
requirements of Act, 59 
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SHARES—continued. 
Allotment of—continued. 
Avoidance of, by member, 67, 69, 70, 74 
Companies not issuing prospectus, in, 15 to 18 
Company or partnership, to, 75, 108, 218 
Conditions of, 19, 66, 67 
Time limit for performance of, 19, 70 
Consideration other than cash, for, 19, 73, 84 
Damages for failing in, 24 
Date of, 74, 79, 83 
Delay in, effect of, 75 
First, to the public, minimum subscription, a condition precedent, 
18, 67 
Letter of (see also “ LETTER oF ALLOTMENT”) : 
Condition in, 74 
Form of, 70 to 72 
Posting of, 83 
Regret, where no, allotted, 72 
Stamp on, 66 
Time for stamping, 340 
Voidable, when, 70 
List of applications and allotments, 77 et seq. 
Notice of, where unnecessary, 67 ‘ 
Process of, 76 to 85 
Prospectus containing conditions of, requirements of, 55 et seq. 
Restrictions on, where no prospectus, 69, 70 
Return of, to be filed, 84, 85 
Form for Return, 86 
Splitting of, 71 
Statement in lieu of prospectus must precede filing of, 15, 70 
Time within which contract must be completed, 74, 75 
Under underwriting contract, 89 
Annual Return, 198 
Applicant for, cannot waive statutory requirements, 70 
Application and Allotment Accounts in Journal, 137 et seq. 
Application for: 
Acceptance of, 74, 75 
Amount payable on, 56, 68 to 72 
Conditional, 74 
Effect of, 27 
Form for, 60, 61 
Coloured, for each class of share recommended, 77 
Method for keeping, 85 
Letter of (see “ LeTTER or APPLICATION ’’) 
Prospectus must accompany, 59 
Exception thereto, 89 
Return of payments on, 69 
Underwriting, in connection with, 89 
Withdrawal of, 71, 72, 79 
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SHARES—continued. 
Calls on (see ‘‘ CALLS ’’) 
Cancelling of, 21, 22, 175 
Certificates of title ie (see “ CERTIFICATE OF TITLE TO SHARES ”) 
Charge on, Notice of, 201 
Commission on issue of, 87 to 90. 
Consolidation of, 21 
Conversion of, into stock, 178, 179 
To be entered in Register of Members, 104 
“ Deferred,” equivalent to ordinary, 13 
In prospectus, 55 
Deposit by way of mortgage, 201 
Discount, issue of, at, 89, 139, 161 
Distinguishing number required, 103 
Dividends on (see “ DIVIDENDS ’’) 
Division of, 21, 22 
Employees, 161 
Forfeiture of, 204, 206 
During liquidation, 367 
Pendency of action by shareholder, 206 
Provisions of Table A, 1929, as to, 410, 411 
Founders’, in prospectus, 55 
Increase of capital by issue of, 412 
Interest on shares, when may be paid out of capital, 236, 237 
Issue of, at discount, 86, 168, 169 
Lien on, provisions of Table A, 1929, as to, 406 
Loans to enable purchase of, 168 
Management, in prospectus, 55 
Minimum subscription for, 18, 55, 67, 68, 91, 92 
Necessity for subscribers to Memorandum to take up, 24 
New issues of, Stock Exchange requirements as to (see Appendix C, 
page 447 et seq.) 
To members only, 58 
Notice of Trusts, 103 
Offer of shares &c. to public deemed to be a prospectus, 59 
Option rights over, 89, 188, 189 
Oral transfer of, prohibited, 248 
Ordinary and preference, in private company, 13 
Journal account of, 137 et seq. 
Partly paid, right to transfer on eve of liquidation, 249, 360 
“Payable in cash,” 19, 91 
Payment for, by cheque, 67 
Preference: 
Cumulative or non-cumulative, 237 
Dividend on, 237 
Journal account of, 137 et seq. 
Meaning of name, 13 . 
Redeemable, 16, 21, 161, 177 
Rights of, in winding up, 374 
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SHARES—continued. 
Private companies, in, 11 e¢ seq. 
Property may be bought in exchange for, 168 
Redeemable Preference (see under “ PREFERENCE—Redeemable ”’) 
Registration of, office for registration or transfer of, as “place of 
business,” 36 
Renunciation of, 75, 76, 81 
Letter of, time of stamping, 340 
Sale of, during liquidation, 367 
Stock, conversion into, 21, 104, 178, 179 
Provisions of Table A, 1929, as to, 411 
Stock, distinguished from, 178, 190 
Stock Exchange requirements as to (see Appendix C, page 447 et seq.) 
Subdivision of, 21 
Subscribers to Memorandum must take up and pay for their shares, 24 
Surrender of, voluntary, 176 
Table A, 1929, provisions of, 404 to 412 
Transfer and transmission of (see “ TRANSFER AND TRANSMISSION OF 
SHARES ”’) 
Vendors’, 73 


SHARE WARRANTS BOOK, 118 


SHARE WARRANTS REGISTER, 118, 119 


SHARE WARRANTS TO BEARER, 190 to 196: 
Application for, 193, 194 
Cancellation of, form of application, 196 
Certificate of deposit of, 193 
Coupons, 190 
Deposit of, 193 
Directors, not a qualification for, 192 
Dividends, advertisement of, 238 
Form of, 191, 192 
Holders of, rights of, 190 
Issue of, unstamped, penalty for, 193 
Negotiability of, 190 
Private Company cannot issue, 170 
Register of, 117, 118 
Register of Members, recording particulars of, 104, 192 
Seal upon, 40 
Stamp duty on, 192, 193 
Composition for, 328, 329 
Time for stamping, 340 
Transference of, 190 


SHOW OF HANDS, 219, 415, 416 


SINKING FUNDS, 153 
s.M.— 17 


514 INDEX. 


SOLICITOR: 

Advice of, in matters requiring technical legal knowledge desirable, 
27, 39, 49, 74, 89, 175, 176, 196, 202, 223, 264, 266, 286, 363, 
366, 367, 371, 394 

Board meetings, presence at, 227 

Costs of, in winding up, 367 

Director acting as, 420 

Notice in the Gazette should be verified by signature of, 358, 384 

Power of attorney drafted by, 39 

Statutory declaration made by, 5 

Winding-up notice for Gazette signed by, 358 


SOLVENCY DECLARATION OF (see “ DECLARATION OF SOLVENCY” and 
“WINDING UP”) 


SPECIAL ACT OF PARLIAMENT, incorporation by, 3 
SPECIAL ARTICLES, 23, 24 


SPECIAL RESOLUTIONS (see “ ResoLtutTions—Special ’”’) 
STAMP ACT (see under “ AcTS OF PARLIAMENT ’’) 


STAMPS AND STAMP DUTY, 326 to 339 (see also “ DutiEs ”) 
Adhesive stamps, use of, 221, 326 
Cancelling of, 221, 326 
Adjudication of, 73, 74, 326, 327, 328 
Alphabetical list of duties on documents which chiefly concern secre- 
taries of companies, 342 to 349 
Appropriated stamps, 326 
Capital duty, 330 
Commutation of, on share warrants, 194 
Composition of, 328, 329 
Denoting stamps, 326 
Dominion Registers, transfers of shares in, 108 
Exemptions from British stamp duty, 108 
Fee stamps, 330 
Impressed stamps, 326 
Interest coupons and warrants, exemption from, 288 
Reconstruction, relief from, on, 395 
Redeemable debentures, on, 327 
Registration stamps, list of, 335 
Seal, use, of, effect of on, 41 
Secretaries are bound to see that instruments charged with, are 
properly stamped before registration or entry, 326, 327 
Share warrants, 192, 193, 347 
Substituted securities, stamping of, 327 
Summary of, 342 to 349 
Time for stamping instruments, 340, 341 
Transfer on appointment of new trustee, 258 
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STANNARIES, Acts relating to, 4 


STATEMENT ANNEXED TO BALANCE SHEET when shares in 
subsidiary company are held, 163 


STATEMENT IN LIEU OF PROSPECTUS (see under “ PROSPECTUS ”’) 
STATEMENT OF CAPITAL (see under “CapriTaL”’) 


STATEMENT OF COMMISSION, 87 


STATUTORY DECLARATION: 
Abroad, 263 
Certificate of title, on loss of, 187, 188 
Commencement of business, before, 88, 89, 90 
Forms for, 91 to 93 
Forfeiture of shares, regarding, 206 
Identity, of, 256, 259 
Registration, lodged at time of, 4, 5 
Form of, 5 ‘ 
Share warrant, on application for, 194 
On renewal of, 196 
Solicitor, by, at time of registration, 5 
Stamp on, 348 
STATUTORY MEETING (see under “ MrerTINGS—Genera] ”) 
STATUTORY REPORT (see under “ Mrrrincs—General’’) 


STOCK: 
Cancelling of, for reduction of capital, 175 
Certificates, Stock Exchange requirements as to (Appendix C, page 447 
et seq.) 

Debenture Stock (see that title) 
Distinguished from shares, 190 
Holders of, rights of, 178, 411 
Reconversion of, to paid-up shares, 21, 179, 358 
Shares converted into, 21, 104, 178, 179 

Provisions of Table A, 1929, 411 
Transfer of: 

Stamp duty on, 327, 338 

Composition of, 328, 329 

Voluntary dispositions inter vivos, duty on, 338 
Stock Exchange requirements as to (Appendix C, page 447 et seq.) 


STOCK EXCHANGE, requirements of, for quotation, 77, 82, 182 


SUBSIDIARY COMPANIES, 159, 161, 162, 163 
Definition of, 162 
Profits and losses of, meaning of, 163 
To more than one company, 163 


SUMMARY OF DUTIES (see under “Sramps’’) 
SUPER TAX ON DIRECTORS’ FEES, 47 
SURETY FOR NEW CERTIFICATE, on loss, 186, 187 
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SURTAX ON DIRECTORS’ FEES, 47 
On members of company “of a private character,” 246 


“SYNDICATE,” meaning of, 3 
TABLE A, 1929, 25, 404 to 426 


TABLE TI. 
Fee or registration stamps payable on registration of a company having 
a share capital, 330, 331 


TABLE II. 
Fee stamps payable on registration of companies not having a share 
capital, 331, 332 


TABLE III. 
Fee stamps for registering any document of company incorporated 
outside Great Britam carrying on business in Great Britain, 332 


TAXES, payment of, on winding up, 376 


TIMES, advertisement in, as evidence of change of name of shareholder, 
266 


“TRADING CERTIFICATE,” 93 


TRANSFER AND TRANSMISSION OF DEBENTURES (see under 
“ DEBENTURES ’’) 


TRANSFER AND TRANSMISSION OF SHARES: 
Abroad, executed, 108, 260 
Absconding shareholder, person appointed by the Court to transfer 
shares of, 264 
Balance certificate on, 267 
Certificate to be lodged with, 180 
Certification of, 253, 266 to 268 
Nature and effect of, 181 
Secretary’s duty as to, 266 
Consideration, stated in, not binding on company, 327 
Cost book mines, adhesive stamps may be used, 257 
Directors’ refusal of, 248 to 250, 408 
Disqualification as transferee of minor, lunatic, or bankrupt, 251 
Dominion Register, in, effect of, 108 
Executors or administrators, by, 260 to 263 
Fees book, 257 
Forged transfer, case of, 180, 181, 248, 264 
Great Britain, out of, 108 
Imperfectly stamped must not be registered, 257 
Instrument of, 250, 251 
Execution of, 249, 250 
Joint holders, notice to, 252 
Legatee, to, 263 
Liability, for express purpose of escaping, 249 and sote 
Liquidation, on eve of, 249, 360 
After, with certain exceptions, void, 360 
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TRANSFER AND TRANSMISSION OF SHARES—continued. 
Nominal consideration, for, 258 
Notice to shareholder before registering, 251, 252 
Office for, is a “place of business,” as regards a company registered 
outside Great Britain, 36 
Old certificates on transfer, cancellation of, 254 
Preservation of, by secretary, 254 
Pauper, to, 249 
Prevention of, by notice of injunction &c., 255 
Private companies, right of transfer restricted in, 11, 249 
Receipt book, for receipts to persons leaving transfers for registration, 
115, 252 
Refusal to transfer, directors must pass resolution to, 249 
Register of, 114, 115, 116 
Registration of, 249 to 250, 251, 257 
Seals of transferors usually affixed to, 249 
Shares in Dominion registers, 108 
Share warrants to bearer, 190 
Stamp on, 250, 257, 258, 338 
Composition of duty, 257, 328, 329 
Time of stamping, 340 
Stock Exchange requirements regarding, 408, 409 
Table A, 1929, provisions of, 408, 409 
Time for stamping, 341 
Transfer must be in writing, 248 
Transmission of shares, 259 to 263 
Trustees of a settlement, to, 258 
United Kingdom, out of, 108, 250, 260 
Voluntary dispositions, inter vivos, 258 
Duty on, 258, 338 
Warrants to bearer, 190 
Winding up, during, 360 
Without production of certificate, 188 


TRANSFER RECEIPT BOOK, 116 

TRANSFERS FEES BOOK, 117 

TRANSFERS, REGISTER OF, 114 to 116, 257 

TRIAL BALANCE, 146 

TRUST, NOTICE OF, not to be entered in Register of Members, 103 


TRUST DEED: 
Debentures secured by, 286, 290 
Stock Exchange requirements as to (see Appendix OC, page 447 et seq.) 


TRUSTEE: 
Bankruptcy, in, powers of, 259, 263 


Shares held by, 44 
Transfers to, 258 
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UNCALLED CAPITAL, mortgage on, 297 


UNDERWRITING: 
Commission to underwriters, statement of amount in prospectus neces- 
sary, 55, 57 
Illegally paid may be recovered back by company, 89 
Debentures, of, 282 
Forms of statement and agreement, 88, 90 
Stamp on, 89 
How far and on what terms permissible, 87, 89, 290 
Nature and effect of, 89 
Sub-underwriters, 57 


UNEMPLOYMENT INSURANCE ACTS, 1920 to 1929, payments under, 
during winding up, 377 


UNITED KINGDOM: 
English companies carrying on business outside, 108 
Stamping of instrument executed outside, time for, 340 
Transfers executed outside, 108, 250 


UNLIMITED COMPANIES, 3, 8, 9, 20, 21 
Memorandum of Association of, 20, 21 
Private Companies, when, may be, 14 

VENDORS: 

Journal account, 137 

Prospectus must contain names of, 56 
Shares of, 73, 89 

Who are to be deemed, 58 


VOLUNTARY DISPOSITIONS inter vivos, 338 


VOTING: 
Poll, 218 to 223, 231, 415, 416 
Proxies, 218 to 223 
Right of voting by, must be expressly given by Articles, 219 
Rights of different classes of shares must be stated in prospectus, 
57, 58 
Show of hands, by, 219, 415, 416 
Table A, 1929, provisions of, 415, 416 
Time of stamping voting papers, 340 


VOUCHERS, auditors’ right of access to, 97 

WAGES AND SALARIES, payment of, on winding up, 376, 378, 379 
WARRANTS, DIVIDEND (see “ DivipEND WarRANTS ”’) 

WARRANTS, SHARE, TO BEARER (see under “SHARE WARRANTS”) 


WIDOWS’, ORPHANS’ AND OLD AGE CONTRIBUTORY PENSIONS 
ACT, 1925, payments under, during winding up, 377 


WILL, transfers consequent on, 260 et seq. 
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WINDING UP: 


Accounts to be kept by liquidator in, 364 
Assets, application of, 373 
Unclaimed or undistributed, 380, 381, 385 
Calls during, 361, 362, 364, 366, 367, 370 
Enforcement of payment of, 367 
To adjust rights of contributories inter se, 366 
Committee of Inspection, appointment of, 358, 362, 393 
May fix liquidator’s remuneration, 358, 361 
Proceedings of, 358 
Companies Liquidation Account, 380, 381, 385 
Companies under Stannaries Act, 4 
Company’s servants as affected by, 376, 377, 379, 396 et seq. 
Compromise with liquidator in, 362 
Compulsory, 350, 360, 376, 381, 391 
Date of commencement of, 360 
Continuance for more than a year of, 381, 384 
Contributories, lists of, 249, 364 et seq. 
Binding nature of, 364 et seq. 
“List A,” who placed on, 365, 366 
“List B,” who placed on, 365, 366 
“Contributory ” in, defined, 365 
Creditors of company in, 355, 371 et seq., 383 
Corporations as, 357 
Declaration of dividend, to, 379 
Executions by, 377, 378 
List of, settlement of, 371 et seq. 
Secured, 374 
Voluntary winding up (see under “ Voluntary,” infra) 
Date of, 376 
Debenture holders, position of, in question with preferential creditors, 378 
Debts, order of priority in paying, 373 et seq. 
Declaration of solvency, 352, 354, 391, 393 
Effect of, 352 
Form of, 353 
Registration of, 352 
Disclaimer, 363 
Dissolution of company by striking off Register, 350 
In course of reconstruction without winding up, 394 
Dividends to creditors in, 374, 379 
On shares during, 379 
Form of, 379 
Effect of, on unregistered charges, 306 
On actions and proceedings, 362 
On carrying on business, 360, 362 
Final winding-up meeting, 381 et seq. 
Absence of quorum at, 384 
Floating charge, validity of, 286, 311, 378 
Crystallizes on, 286 


520 INDEX. 


WINDING UP—continued. 
Forms for statements by liquidator, 439 et seq. 
Insolvency, in case of, 351, 354 
Interest on debts, 373 
Liability of promoters, directors, and other officers for misfeasance, 51 
Liquidator *(see that title) 
Meetings, interim and final, to be called by liquidator, 381 to 384 
Members’ voluntary winding up (see under “ Voluntary,” iafra) 
Methods, various, of, 350 
Minimum number of shareholders necessary to avoid ground for, 12 
Must be under Companies Act, 350 
Notice of resolution for, 353, 355 
Form of, 358 
Must be advertised, 358 
Signed by chairman, 358 
Verified by solicitor, 358 
Nullity of, declaration of, by Court, 385 
Order for, effect on secretary, 350 
Petition to Court for, by shareholder, 212 
Power of appointing liquidator in, delegation of, to ereditors, 357 
Powers of liquidator, 360 to 362 
Preferential claims in, 374, 376, 378, 379 
Receiver appointed during, 374 to 376 
Record book, liquidator’s, 386 to 389 
Restraint of actions against company by Court during, 362 
Secretary as liquidator in, 359 
May be summoned to produce books in, 167 
Special resolution for, 352 
Stannaries Act, companies formed under, 4 
Statement to be made by liquidator and sent to Registrar where the, 
is not completed within a year, 384 
Form of, 439 et seq. 
Must be verified by affidavit, 384 
Form of affidavit, 443 
Transfers of shares during, 360 
Voluntary, 350 et seq. 
Commencement of, date of, 360 
Consequences of, 360 to 362 
Continuing more than a year, procedure required, 381 
Creditors’, 351, 352, 359, 361, 363, 381, 382, 383, 384, 385, 393 
Date of dissolution, in, 385 
Declaration of solvency (see above) 
Members’, 351 et seq., 361, 363, 381, 382, 383, 384, 385 
Occasions for, 351 
Onerous property, right of liquidator to disclaim, 363 
Purpose of, 350 
Reconstruction, as means to, 350, 351, 390 to 394 
Resolution for, must be published in Gazette, 358 
Rights of creditors obtaining execution, restricted, 363 
Supervision, under, 350, 386 
When concludes, 381 et seq. 
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WORKMEN’S COMPENSATION ACT, 1925, payments under, during 
winding up, 377 
WORKING CAPITAL (see under “ Capitan’) 
WITHDRAWAL OF APPLICATION FOR SHARES, 74 


WITNESS to signatures of subscribers of Memorandum, 21 
To proxy, there must be, if Articles require it, 221, 222 


WRITS, service of, on company, place for, 30 
On companies registered in Scotland and carrying on business in 
England, 30 
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